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Da9y coverage begins tn 
Wednesday's FT and on 
the FT web site at 
www.FT.com 
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US and Europeans Groups linked with 
consult on military Soros look at 
action as Kosovo demerged Lonrho 

crisis worsens trading companies 


International military action in 
Kosovo appeared more likely as 
the European Union prepared fin'-' 
ther measures against Belgrade, 
and ethnic Albanians called for 
general mobilisation. Tony Blair, 
the UK prime minister, discussed 
the crisis on the telephone with 
* - Presidents Bin Clinton and Boris 
Yettsbi. Page 2 

Swiss veto genetic engineering ban 
Switzerland's role as Europe's 
leading centre of bfomocficai 
research was boosted when Swiss 
voters rejected by a margin of 2-1 
a proposal to ban most types of 
genetic engineering. Page 18 

P aki st an bomb His 23 
At least 23 people were killed and 
32 injured when a bomb, blamed 
by Pakistan on Indian Intelligence, 
hit a Karachi - Peshawar train. Pic- 
ture, Page B; Pakistan turns to 
Mkfdle East, Page 6 

Guinea Bissau amp foiled 
Guinea Bissau's government said It 
put down a military revolt in the 
capital, although rebels were 
reported in control of a residential 
.. complex. Including a hotel where 
^ foreigners were staying. Page 6 

UK turned down > mad cow* grant 
A UK inquiry was told the govern- 
ment turned down grant applica- 
tions for ”vitaT research work on 
“mad -cow” disease in 1991 from 
the world's leading authority on 
BSE. Page 8 

Forafgnos Pitre* raids •* 
Hundreds of foreigners scrambled 
to escape Eritrea's capital Asmara 
after a weekend of air raids and 
artiBery bombardment In the border 
dispute with Ethiopia. Page 4 

Rabbi seeks Auschwitz change 

Poland's chief rabbi Menachen 
Pinkas called for the former Nazi 
death camp Auschwitz-Birksnau to 
be turned into an extraterritorial 
, |V. zone outside Polish control 

Hew Mtiativn on Europe’s land use 

Britain will press tts EU partners 
today to agree proposals to co-or- 
dinate their planning poiicias by 
arguing that the way each uses 
land and controls development 
affects the others. Page 3 

Wanting on microchip price-fixing 

A UK economist says collusion 
among microchip manufacturers to 
charge higher prices in Europe 
than in the US and Asia a putting 
the development of Europe's infor- 
mation technology industries at 
risk. Page 3 

Bermans check high-speed trains 
The German federal railway 
ordered ultrasound tests on its first 
I \ generation high-speed trams as 
suspicion hardened that a broken 
wheel caused the nation's wont 
post-war rail crash. Pago IB 


Two African Investment groups 
linked to George Soros, the high- 
profile US Investor, win ted the 
London Stock Exchange today that 
they are "assessing the investment 
merits" of Lonrho Africa and Lon- 
rho. The move Is likely to heighten 
bid speculation surrounding the 
El 20m (5196.8m) collection of sub- 
Saharan trading companies 
demerged from Lonrho a month 
ago. Page 19; Lax, Page 18 

De Bears cut its diamond sales by 
nearly half, from S2.88bn to just 
over SI.Bbn, In the first half of this 
year, in an attempt to stabilise a 
market rocked by the Asian eco- 
nomic downturn, a ccording to trad- 
ers. But there are signs that it may 
eass limits soon. Page 1% Battle 
settled between Newmont and 
Normandy Page 23 

Socfafa Fondara Lyoraurise, 
France's oldest property company, 
is to buy a portfolio of Paris budd- 
ings and a 50 per cent stake In a 
property management company for 
FFr2.6bn ($430m). Page 24 

STIfficnwiectronlCS, French-Kalian 
semiconductor company formerly 
known as SGS Thomson, shrugged 
off negative investor sentiment 
towards electronic stocks with a 
S1.37bn equity offering. Page 19 

Prada. ted Ian champion of 
minimalist fashion, has taken a 5 
per cent stake In rival Gucci. The 
move Is seen as a prelude to an 
eventual bid fo*- control. Page 19 

Vivendi, French communications 
and services group, has sold its 
24.4 per cant stake in EJectrafina, 
Belgian holding company con- 
trolled by Baron Albert Frtre, to 
another Frbre company tor 
BFr43.5bn ($1.2 bn). Pag* 21 

Patro-Canada, Canada's third 
largest integrated oil co mp any , and 
Ultramar Diamond Shamrock, an 
independent Texas-based oil com- 
pany, have run Into difficulties wtth 
Canada's Competition Bureau over 
a planned joint venture. Pago 21 

OK, Venezuela's leading private 
utilities enterprise, is moving ahead 
with a SI bn 10-year expansion 
plan and will diversify its 
operations throughout Latin Amer- 
ica. Page 21 

Bankgesefischaft Baffin. German 
banking group, scaled back its 
I expectations for profits this yeer 
following a poor performance in 
the first five months. Page 23 

Orfda, Norwegian food and drinks 
conglomerate, saw undertying prof- 
its undermined in the first four 
months by reduced beverage sales 
and sharply lower contributions 
from the company's food busi- 
nesses. Page 23 

Real Madrid. Spanish football dub 
that won tha E u r o pean Champions 
Cup last month for tha first time in 
32 years, is set to break new 
ground with a financing sales pitch 
on the internet. Page 24 

Euro Prices 

A compretiw w xMsttcti guide to the 
rwwMrocunsacyzoni,co«w1nDlQraign 
exchange, band ml equity nriafa. 

P*B»27 


Tehran mayor ch efle ngee court 

At ha trial on bribery and embez- 
zlement chargee, Tehran mayor 
Ghofamho — em Karbaschi. an ally 
of moderate pr ee kfant Mohammed 
Khatami, challenged the compe- 
tence of tha court Pages 

Schumacher wins Grand Prix 
Germany's Michael Schumacher 
won the Canadian Formula One 
Grand Prtx. Qbncarto FWchefla 
wn second ahead of Eddie Irvine 
of the UK. 
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Lucy Kellaway 
Lessons in 
how to sack 
Page 12 


..™, 


Ferrari revs up 
Polishing the image 
of numero uno 
Interview, Page 13 


Russia favours crisis aid 

Nemtsov says international help would speed recovery on eve of Yeltsin’s Bonn visit 


By Cteystia Freeland in Moscow 

The Russian government said on 
the eve of president Boris 
Yeltsin’s visit today to Bonn that 
inter national finanrdni aid would 
speed recovery from the crisis 
that has gripped the country's 
markets. 

Russia's financial turmoil will 
top the agenda in Mr Yeltsin's 
talks with chancellor Helmut 
Kohl. There Is speculation that 
Germany and the US could lead 
an international aid effort - per- 
haps through the International 
Monetary Fund - for Moscow. 

Deputy finance ministers of the 
Group of Seven leading industrial 
nations are also expected to 
address Russia's economic trou- 
bles when they gather in Paris on 


Wednesday for a two-day meet- 
ing. 

Boris Nemtsov, Russia's 
reformist deputy prime minister, 
who is one of Mr Yeltsin's favour- 
ites and the most seasoned 
reformer in the cabinet, said an 
international rescue package 
would speed the recovery of 
Russia's Jittery economy. 

However, he added that even 
without outside support the gov- 
ernment would overcome the 
crisis. 

His comments follow one of the- 
most serious financial crises 
suffered by Russia’s young 
market economy, as fears grew 
that the rouble might devalue 
and interest rates climbed briefly 
to 150 per cent. 

“With regard to the rendering 



WOrkf Cup referees Retan attentively during their vtott to the French Assembly 
yesterday, three days before the start of the tournament. Plane AP 

World Cup insurance 
set to be securitised 


By Christopher Adams, 
insurance Correspondent 

Flfa, soccer's world governing 
body, is to tap global financial 
markets to cover Itself against 
the risk of a future World Cup 
being cancelled. In what Is 
thought to be the biggest insur- 
ance deal of its type, Flfa has 
sought coverage totalling 
SFrLSbn (S3bn) for the next two 
competitions in 2002 and 2006. 

The escalating cost of televi- 
sion rights and advertising space 
has inflated Fife's financial expo- 
sure. The organisation will also 
need coverage against cancella- 
tion because or earthquake or 
political Instability as the next 
World Cup is being hosted Jointly 
by Japan and South Korea. 

The sum insured is so large the 
sports Insurance market will not 
be able to cover all of JL Much of 
the risk, therefore, may have to 
be placed In the capital markets. 

Albingia. the Insurance subsid- 
iary of Guardian Royal Exchange 
based in Germany, will arrange 
the cover for Flfa. 

Juergen Goerllng, assistant 
general manager, said Albingia 
bad begun talking to leading 
investment banks In the US and 
Switzerland hoping to securitise 
up to SFrlbn of the risk. If suc- 
cessful, the transaction would be 
the largest to date that transfers 
Insurance risk to equity and 
bond markets. 

"Well have to go to the finan- 
cial markets. Wa have no other 
choice, 1 * he said, Securitisation is 


likely to involve the insurer issu- 
ing "catastrophe bonds", one of 
the capita] markets' newest prod- 
ucts. Issuers retain the right to 
withhold interest payments If a 
given catastrophe occurs. Other- 
wise investors receive returns 
slightly higher than those avail- 
able from blue-chip corporate 
bonds. 

Albingia, which has Insured 
the World Cup competition since 
1974, will seek co-insurers and 
reinsurance coverage. 

The sum insured for this year’s 
competition Is about SFr630m. 
This includes tost Income from 
ticket sales, marketing and tele- 
vision rights if matches are can- 
celled. Fifa has purchased protec- 
tion against disruption to 
broadcasts and other lia b ilities. | 

Although the 2-5m spectators 
probably do not know It, pur- 
chase of a ticket provides them 

with personal accident and legal 

expenses insurance. 

Should they be Injured, they 
can claim up to SFM0Q.000 each. 
Redress against an attack by hoo- 
ligans will be available free of 
charge through the law courts. 

Delegates for Fifa’s 51st Con- 
gress met yesterday in Paris to 
elect a new president Today's 
vote between candidates, Lennart 
Johannson. president of Euro- 
pean regional body Uefa, and 
Joseph “Sepp" Blatter. Fifa’s gen- 
eral secretary, is likely to be 
close. 

Obeensr, Page is 
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of aid, for us it would be a real 
support, a help." Mr Nemtsov 
said in an interview. “Various 
forms of support are possible, 
ranging from moral, as [US Presi- 
dent Bill] filiTitrm gave, to finan- 
cial. All forms of support will 
positively influence the situation. 

-Independent of what decision 
is taken by those [International 
financial] institutions, Russia 
will do everything in order to 
stabilise the situation, and it has 
done it already, without any 
help," he said. 

Russia is also hoping to fill its 
coffers through privatisations, 
the most prominent erf which is 
the sale next month of Rosneft, 
the largest Russian oil company 
still to be sold off 

Mr Nemtsov said western com- 


panies might bid for Rosneft 
independently, without a Russian 
partner. That would be an impor- 
tant precedent for a privatisation 
process tarnished by deals 
between the state and Russian 
insiders. 

1 have signals that western 
companies, without Russian part- 
ners, are ready to participate," 
Mr Nemtsov said. “This is 
crucial, I would be pleased.” 

He added that he hoped the 
Rosneft sale would convince out- 
siders the Russian government 
was committed to transparent 
and even-handed privatisations. 

The attempt to sell Rosneft last 
month failed when bidden 
balked at the J2.1bn starting 
price. Last week, the government 
lowered the price to |L6bn. 


ABN Amro loses 
Generate battle 


By NaB Buckley ta Bntsnb and 
Gorton Cnmb In Amsterdam 

ABN Amro, the Dutch bank, was 
forced to withdraw from the 
multi-billion dollar bidding war 
for Belgium's biggest bank. Gen- 
erate de Banque, after a dramatic 
all-night boardroom battle rare in 
Belgian history. 

In tactics more usually associ- 
ated with US bids, Generate ruled 
the ABN Amro hid hostile and 
activated a “poison pill" defence 
afta- rival bidder Fortls raised Its 
offer. 

The surprisingly swift end to 
Europe's biggest banking take- 
over battle came after the Belgo- 
Dutch financial services group 
increased its offer 16 per cant to 
BFr2S.675 (3781) pm: share - valu- 
ing GtaArale at about fiiabn - on 
Friday night. That topped ABN 
Aitrofa iO-day-old bid., of 
BFr27,095 per share, worth 
gULghh, by 6 per cent 

At the all-night emergency 
meeting, Gdnftrale’s board 
increased the bank's share capi- 
tal by 10 per cent and sold the 
shares to Partis. 

That took the stake held by 
Fortls - which was already 
pledged a third of the bank's cap- 
ital by three main shareholders 
before ABN Amro's surprise bid 
- to 41 per coat 

The GdnOrale board's robust 
tactics caused Jan Kalff, ABN 
Amro chairman, to telephone 
Hans Bartelds, Utrecht-based co- 


chairman of Fortls. on Saturday 
afternoon to say ABN Amro 
would not pursue its offer. 

ABN Amro Insisted tts bid was 
not hostile, and had the support 
of Gdn&rale's senior manage- 
ment, and that unfriendly take- 
overs were not its policy. It 
described as “flimsy” arguments 
put forward by the GdnArale 
board. 

Mr Kalff also criticised the Bel- 
gian financial regulator for slow- 
ness in clarifying the “rules of 
the game". 

"There was tin chance to fight 
a fair contest. The Belgians 
wanted a Belgian solution. We 
came to the conclusion that we 
could better put our money and 
our energy elsewhere," he said. 

But a member of Portia's team 
Insisted the battle had been fair. 
“[Fortis's] is the best .offer on the 
table far 'shareholders, and this- is 
the best strategic project, as 
deterrifined by the board.” 

A FartfaGdnerate merger will 
create a bancassurance giant cap- 
italised at about $35bn, among 
Europe’s top 15 banks and Insur- 
ance companies. A tie-up with 
ABN Amro would have created a 
bank capitalised at about $47bn, 
among Europe’s top three. 

Gdndrale directors voted 18-7, 
wtth one abstention, to rule the 
ABN Amro bid hostile and 17-9 
for the poison pill, during a diffi- 
cult 14-hour meeting. 

La*Pag«18 


Today’s Survey 

Span: For once, 
not left behind 

Separate section 

TI may sell 
memory chip 
operations 
to Micron 

By Louise Kahoeta San Francisco 
and WHfam Lewis in New York^ ^ 

Texas Instruments, a leading US 
semiconductor manufacturer, is 
understood to be tn talks to sell 
Its memory chip manufacturing 
operations to Micron Technology, 
another US cfaipmaker. 

The sale would make Micron of 
iriahn the largest US producer of 
Dynamic Random Access Mem- 
ory (D-Ram) chips, the basic 
memory devices used in all types 
of computers. 

However, the terms under dis- 
cussion could not be established 
yesterday and people familiar 
with the talks cautioned that any 
deal could be some weeks off. 

TT has D-Ram manufacturing 
operations m the US, Italy and 
Japan. These Include joint ven- 
tures with other chipmakers and 
wholly owned facilities. Analysts 
estimate annual revenues from 
these operations last year at 
about $8S0m. 

The company has been scaling 
back its involvement in the 
D-Ram market over the past few 
years in favour of more profitable 
digital signal processor product 
hues. 

In March It sold its 33 per cent 
stake in a D-Ram joint venture 
with Acer of Taiwan to Acer. 

D-Ram prices have plunged by 
same 80 per cent over the past 
year as supply outstripped 
demand. Prices for 16-megabit 
D-Rams have fallen tram about $4 
four months ago to as little as 
9L30, according to industry ana- 
lysts. ' 

However, recent moves by 
some of the world’s largest pro- 
ducers in South Korea to halt 
production temporarily have 
raised hopes that prices may sta- 
bilise. 

Moreover, cuts in capital 
spending by Asian producers 
could result fa a world shortage 
of D-Rams by 2000, according to 
analysts at Dataquest, the US 
market research group. 

Micron, which specialises in 
DRam production, is understood 
to be particularly interested in 
acquiring a TT DRam factory in 
Dallas, Texas. 

TT became the sole owner of 
the plant earlier this year when 
Hitachi pulled out of a joint ven- 
ture with TL 

Goldman Sachs is understood 
to be advising Micron on the pro- 
spective deal, while Texas Instru- 
ments is believed to be advised 
by Morgan Stanley Dean Witter. 
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BALKAN CONFLICT BLAIR TALKS TO CLINTON AND YELTSIN 


EUROPE 


West takes steps to 
douse Kosovo flames 


By BotH Buchan tn London 
and Peter Hainan m Bonn 

The prospect of international 
military action in Kosovo 
moved nearer yesterday as 
Britain and the European 
Union prepared further dip- 
lomatic and economic mea- 
sures against Belgrade and 
as ethnic Albanians called 
for general mobilisation 
against the Serb crackdown. 

Tony Blair, the UK prime 
minister, discussed the grow- 
ing south Balkan crisis on 
the telephone with Presi- 
dents Bill Clinton and Boris 
Yeltsin, having told his cabi- 
net late last week that Nato 
now had to be ready to use 
force in Kosovo, as well as to 
deploy troops around iL 

The UK is circulating a 
draft resolution among mem- 
bers of the United Nations 
Security Council which 
would authorise “all neces- 
sary measures" under Chap- 
ter Seven of the UN charter 
which allows international 
intervention to meet a threat 


to peace. But a Lie official 
cautioned that at this stage 
all options were open, and 
that Nato might limit its 
action to preventing the rap- 
idly escalating Kosovo con- 
flict from spreading to neigh- 
bouring Albania and 
Macedonia. 

As current president of the 
EU, Air Blair said over the 
weekend he had consulted 
his EU partners and been 
"struck by the level of agree- 
ment in favour or a tough 
line". This will be reflected 
at today's meeting In Luxem- 
bourg of EU foreign mints - 
ters. who are due to author- 
ise an investment ban on 
Yugoslavia, of which Serbia 
and Kosovo are part. 

For the first time, the EU 
is moving ahead of the six- 
nation Contact Group, which 
comprises the US. Russia. 
Britain. France. Germany 
and Italy and which up to 
now has taken the diplo- 
matic lead on Kosovo. But 
the US now appears chas- 
tened by the collapse of the 


Kosovo peace talks that it 
sponsored and ready to let 
the EU take the initiative, 
while Russia has tradition- 
ally sympathised with the 
Serbs. 

Any UN Security Council 
resolution will need Russian 
acquiescence, and this is 
likely to be a prime focus or 
talks that Yevgeny Prima- 
kov. the Russian foreign 
minister, is to hold in Bonn 
with Klaus Kinkel in Bonn 
tomorrow and on Friday in 
London with other members 
of the Contact Group. 

Yesterday Mr Kinkel made 
clear the tine he will press 
Mr Primakov on. He called 
for a broad International 
freeze on investment in 
Yugoslavia and on its assets 
abroad, and for the accelera- 
tion of Nato studies into 
deploying troops around 
Nato’s borders. Mr Kinkel 
said Germany was receiving 
around 2.000 Kosovo refu- 
gees a month in addition to 
the 140.000 already there. 

Robin Cook, the UK for- 



Russia’s reformers riding 
the financial storms 

Boris Nemtsov sounds an optimistic note in an interview with 

Chrystia Freeland and John Thornhill 


A refugee family from Kosovo 


eign secretary, yesterday 
gave new estimates of the 
scale of the fighting, which 
he said bad made 50.000 
people homeless in tbe past 
week and brought the death 
toll since March to 200-300. 


into Albania 


Fteutas 


He said that President Slobo- 
dan Milosevic had “over the 
past week crossed a thresh- 
old". and warned that the 
international community 
would respond appropri- 
ately. 


KOSOVO FLASHPOINT SEPARATIST REBELS URGE MOBILISATION AND FOREIGN INTERVENTION 


Serb offensive turns villages to rubble 


By Boy Dbrni ore in Belgrade 

The peace process initiated 
by US envoy Richard Hol- 
brooke in Serbia's war-tom 
province of Kosovo has col- 
lapsed and can be rescued 
only by direct foreign 
involvement, a member of 
the Kosovo Albanian negoti- 
ating team said yesterday. 

Veton Surroi, editor of the 
A l banian-language newspa- 
per Koha Ditore. described 
Mr Holbrooke's initiative as 
“basically finished" follow- 
ing the latest offensive by 
Serbian forces against sepa- 
ratist rebels of the Kosovo 
Liberation Army (KLAJ. 

About 50.000 ethnic Alba- 
nians have been uprooted by 


the operation, which has 
reduced villages to burning 
piles of rubble along Serbia's 
border with Albania. The 
Kosovo Albanian side says 
40 ethnic Albanians are con- 
firmed dead but 200 are miss- 
ing. .Mr Surroi said he feared 
they had been executed. 

Mr Holbrooke, who negoti- 
ated the end of the Bosnian 
war in 19%. brokered a first 
meeting on May 15 between 
Slobodan Milosevic. Yugo- 
slav president, and Ibrahim 
Rugova. pro- independence 
leader of the main Kosovo 
Albanian party. In return, 
the US and its western allies 
lifted an investment ban on 
Serbia, the dominant repub- 
lic in Yugoslavia. 


But negotiating teams 
have met only once since 
then. The Kosovo Albanians 
cancelled a second round 
last week in response to the 
Serbian offensive. 

Mr Surroi said for the 
peace process to be revived 
there had to be direct foreign 
mediation, a tough response 
by western governments to 
what he called “war crimes" 
and the return of refugees to 
their homes. Mr Milosevic 
has ruled out international 
mediation. 

Some diplomats believe 
the crisis has gone beyond 
the point of no return and 
that only direct Nato inter- 
vention can halt the fight- 
ing. The conflict is widening 


each week. Tbe UN refugee 
agency has registered some 
11.000 refugees who fled to 
Albania. The official Serbian 
newspaper. Politika, yester- 
day said Yugoslav troops 
had clashed with ethnic 
Albanian "terrorists” on the 
border with Macedonia, kill- 
ing two rebels. 

About 350 US soldiers are 
based in Macedonia, some 
along the border with Kos- 
ovo, as part of a UN monitor- 
ing mission established dur- 
ing tbe break-up of Former 
Yugoslavia. Macedonia has a 
large ethnic Albanian minor- 
ity that demands greater 
autonomy or outright inde- 
pendence. 

Despite the loss of several 


tillages in south-west Kos- 
ovo. the KLA is growing in 
numbers and confidence and 
still controls large areas. 
Serbian police say privately 
they have been taken aback 
by the extent of KLA resis- 
tance to tbe operation, 
which involves armour, artil- 
lery and helicopters. Inde- 
pendent Serbian media 
reported that over 300 police- 
men had refused to, go to 
Kosovo. 

Mr Surroi's newspaper 
published a call to arms by 
the KLA. The mili tants said 
it was the duty, "now or 
never", for men aged from 18 
to 55 to take up a gun and 
resist the Serbian offensive 
in south-west Kosovo. 


R ussians may not yet 
have the knack of ordi- 
nary, bourgeois life, but 
they seem to thrive in crisis. 
Boils Nemtsov, the deputy 
prime minister and the coun- 
try’s most popular market 
reformer. Is no exception. 

Over the past few weeks, 
his youthful cabinet has rid- 
den a financial roller-coaster 
with interest rates briefly 
soaring to 150 per cent and 
share prices diving by nearly 
40 per cent Yet, in his week- 
end uniform of jeans and 
short sleeves, chewing gum 
and smoking cigarettes 
together. Mr Nemtsov seems 
positively ebullient 
“We have shown the 
whole world that it is possi- 
ble to battle a crisis." Mr 
Nemtsov grinned in an inter- 
view with the FT. 

After a few tense days 
when the rouble and Rus- 
sia's bard-won financial sta- 
bilisation seemed in jeop- 
ardy. the worst or the 
turmoil seemed to subside 
last week with share prices 
rebounding and the central 
bank relaxing interest rates 
to 60 per cent 
But Mr Nemtsov, who won 
national prominence as the 
reformist governor of 
Nizhny Novgorod, does not 
pretend the crisis is over. “If 
there bad been no crisis, 
then people would begin to 
feel an improvement in their 
lives this year, but because 
of the crisis, to speak of 
some radical improvement 
in life, in employment, an 
increase in real wages, is 
very, very difficult" 
Paradoxically, this worsen- 
ing of Russia's short-term 
economic prospects seems to 
have whetted the govern- 
ment's reformist appetite. 
Mr Nemtsov, whose portfolio 
Includes the energy sector, 
warns that in its stepped-up 
effort to cure the nation’s 
ailing public finances, the 
cabinet will be relentless in 
collecting taxes. One top tar- 
get will be the oil industry. 


Who did 


the first 

multi-currency check receivable 

securitization deal in the world? 



The riithr chuicc is “iT: winch should read "a global bank in Turkey". The bank which issued 
the first I -1-4 A F.uru!«irjd, the first IFC B Type Securitized Loan application and the first US 
Commercial Paper from Turkey. Garanti Bank in short. Wouldn’t you invest in a hank, 
where all the benchmark transactions come tmni? 
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Euro pressures 
help spur French 
savings reforms 


By Andrew Jack in Paris 


The French government is to 
allow banks freely to deter- 
mine interest rates payable 
on a range of taxable savings 
accounts, in a significant 
step towards the deregu- 
lation of tbe financial 
services sector imposed by 
creation of the* single 
eumpean currency, the euro. 

it is also to cut the interest 
rates on a number of tax-free 
savings products, and estab- 
lish an advisory committee 
which will play an important 
role in determining the level 
or the rates paid to deposi- 
tors in tbe future. 

The action comes os the 
authorities have been com- 
ing under pressure to reduce 
interest rates on products 
that distort competition and 
create a heavy financing 
burden an the state. 

The French government 
still directly controls the 
interest rates on savings 
schemes which contain 
nearly FFr3.UOObn (SoOObnl 
in deposits and which often 
pay significantly above mar- 
ket rates. 

Bankers argued yesterday 
that the new European Cen- 
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tral Bank would have forced 
tbe government to deregu- 
late the system if it had not 
taken the initiative on Us 
own. and that the creation of 
the euro would otherwise 
have put an unbearable pres- 
sure on the system by’ allow- 
ing other Europeans to open 
tax-free accounts supported 
by the French state. 

Interest payable on the 
Livret A. Livret Bleu and 
Codevi tax-free schemes - 
which currently hold over 
FFrl.OOObn in deposits - will 
from June 15 be cut from 3.5 
per cent to 3 per cent, and on 
the PEL scheme from 4.25 
per cent to 4 per cent. 

An estimated 47m French 
hold Livret A accounts, mak- 
ing the reduction in rates 
particularly sensitive. It has 
been reduced just twice in 
the last 12 years, each time 
triggering a considerable 
political backlash. 

The derision to bring rates 
more in line with the market 
is also a competitive blow to 
the Post Office, Credit 
Mutuel and the Caisse 
d'Epargne savings network, 
which have until now had 
the exclusive right to distrib- 
ute some of these products. 

However, the government 
has packaged the decision as 
a way to reduce the cost of 
financing low-income hous- 
ing - the purpose for which 
the Livret A was created - 
and used Jean-CIaude Gays- 
sot, the Communist trans- 
port and bousing minister, 
to announce the measure. 

The rates on a series of 
taxable savings products - 
which currently hold over 
FFr300bn and ore paving the 
govethment-fietermined rate 
of 3.5 per cent - will in 
future be left to the discre- 
tion of the banks. 

Banks will also in future 
be free to set the interest 
rate payable on the Livret 
Jeune savings scheme - cur- 
rently standing at 4.15 per 
cent - as long as the rate 
remains above the level of 
the Livret A. 

The committee to be estab- 
lished to advise on future 
rates for the tax-free 
schemes is likely to include 
representatives of low- 
income housing operators, 
savers, consumers and small 
businesses. 
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and Mr Nemtsov has no 
patience with companies* 
complaints that the low 
world prices for their 
exports have left them with 
no money for the Kremlin. 

“No one wants to share 
their money, even oil max" 
Mr Nemtsov explains. “But 
they will. You should see 
how they arrive at the White 
House [the seat of Russian 
government], those impover- 
ished oil men, in their 
armoured cars and with so 
many bodyguards. So don’t 
worry about them. They are 



Nemtsov. b a t tEn g a crisis 

not the poorest part of Rus- 
sian society." 

Mr Nemtsov says the gov- 
ernment has now put legal 
muscle behind its tax policy. 
He is hopeful that three new 
laws - swifter bankruptcy 
rules; a new procedure 
whereby the state can claim 
the revenues of companies 
which owe taxes; and a new 
system whereby oil compa- 
nies pay their taxes out of 
the same hard-currency 
account into which their 
export revenues are depos- 
ited - will give the govern- 
ment the levers it needs. 

This tougher attitude is a 
revelation for a country 
which has been notorious for 
the incestuous Hnk<; between 
its government and its mag- 
nates. Mr Nemtsov, one of 
the fiercest opponents or 
what he dubbed “bandit cap- 


italism". says that times 
have changed. With the 
arrival of the new cabinet, 
led by Sergei Kiriyenko, a 
Nemtsov protege from 
Nizhny Novgorod. Mr Nem- 
tsov insists that the old, cor- 
rupt ties have been severed. 

“Psychologically, there 
has been a change. Many [m 
the government] have come 
to consider it dishonourable 
to take any decision in 
favour of a particular [eco- 
nomic] clan ... 1 connect this 
with the appearance of the 
new government" 

Mr Nemtsov gives much of 
the credit for this invigo- 
rated performance to Mr 
Kiriyenko. “I ihintr that be 
conducted himself brilliantly 
during the crisis. 1 think 
that he is a very focused and 
responsible man... He has 
not made one serious mis- 
take." Mr Kiriyenko. be 
says, is a hands-on manager, 
with a flair for working with 
the old Soviet machine], and 
a leader whose energy has 
forced the whole govern- 
ment to work harder. 

No matter how hard the 
ministers work, though, 
their biggest challenge is to 
maintain the support of Rus- 
sia’s sometimes fickle presi- 
dent For now. Mr Nemtsov 
is confident that the team, 
and its austerity plan, have 
President Boris Yeltsin’s full 
backing. Mr Yeltsin, he says, 
understands the country's 
economic woes and is “read; 
for battle". 

The future, which some 
observers believe may 
include the anointing of Mr 
Nemtsov as the president's 
chosen successor, is less 
clear. The current adminis- 
tration, Mr Nemtsov agrees, 
could be called a “k amikaz e 
government". Yet he hopes 
that if it rides out the next 
few stormy months, it will 
run Russia until the presi- 
dential showdown in two 
years’ time; “If we survive 
the autumn, then we will 
last until 2000." 






, NEWS DIGEST 

AIR FRANCE STRIKE 


Jospin backs airline 
management's stance 

Lionel Jospin, the French prime minister, has offered to help . , 
break the deadlock in the seven-day-old strike by Air France C* ’< 
which has forced the state-controlled airline to ground two- 
thirds of Its fleet, with accumulated losses of more than 
FFrTOOm (Si 17m). 

Mr Jospin's offer came after an all-night negotiating session 
between the management and plots failed early on Saturday 
to find a formula to end the stoppage, provoked by proposals 
to cut plots' pay by 15 per cent in return tor shares in Air 
France. Earlier. Mr Jospin met Jean-Cyril Spinetta, the head 
of Air France, giving a dear signal that the government 
backed toe management This was an important gesture from 
a leftwing government which has a big electoral constituency 
among the unions. 

Although the government is anxious to see toe strike 
resolved quickly to prevent disruptions during toe soccer 
World Cup. which opens on Wednesday. Mr Jospin made it 
clear any agreement must respect the broad guidelines of Air 
France's plans to cut costs. Last night no new negotiating 
session had been arranged despite informal contacts through- 
out the day. Robert Graham. Paris . 
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GERMAN POLITICS 


Greens change course 

Germany’s environmental Green party yesterday backed an 
election manifesto that omitted unpopular pohefes, such as a 
pledge to triple the pnee of petrol to DM5 (52-80) per litre m 
10 years, in the hope of winning back lost support. 

Joschka Fischer, the pragmatic leader of toe Greens in par- 
liament. toW a special conference that the party lost toe trust 
of the electorate at its March congress In Magdeburg when it 
v oted f or increased petrol prices and against toe presence of 
German troops in Bosnia. After seeing their opinion poll rat- 
ings tumble from about 11 per cent to 6 per cent, toe Greens 
focused yesterday on the agenda for toe next four years, in 
which they hope to be the junior partner in a coalition with toe 
opposition Social Democrats. 

While stffl calling for higher energy taxes, the Greens 

stressed toe revenues should be used to cut unemployment 
by towering non-wage labour costs. They also authorised 
Green MPs to back a continued military presence in Bosnia, f 
Peter Norman, Bonn 


POLISH REFORMS 

Premier calms dissenters 

Poland's government narrowly avoided the collapse of its 
local government reform by winning a face-saving vote in the - 
Sejm, parliament's lower chamber, for a cut in toe present 49 i 
provinces to 12 provinces. But Jerzy Buzek,the prime minis- -: 
ter. only obtained backing by promising that the government ” 
would include an additional three provinces when draft leqis- ‘ 
lation came to be considered by the Senate. n ! 

The government climb-down followed strong fooling in sev 

era! regions such as Opofe n the south and Bydgoszcz in toe ^ 

north-east, which have been fighting to preserve their status i 
as separate units. 5 

Most important, the against the changes revealed to« 
existence of strong opposition on the nationalist riahtwinn Va ? f 
fte Solidarity Sectoral Action the senior cmBtfon^frt <• 
ner, to Marian Krzaldewaki. the Solidarity trade union cenET"*\ “■ 
right alliance's leader. V £ 

The AWS is supported in parliament by toe 60 sfttma * L 

business Freedom Union and the two parties curran^?^" % S’ 

sBm majority. Christopher BoMnski, Warsaw V a 
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BEMOHAL POLICY MEETING MINISTERS TO BE TOLD OF EU BUDGET REFORM AND PUNNING POLICY PROBLEMS 

Aid rows 

‘threat 

Cross-border 


to enlargement’ harmony on 

land use sought 


By Ltond Barber In Brussels 
ad Brian aucra hi London 


European Union enlarge- 
ment to include central and 
eastern Europe risks being 
delayed unless member 
states stop stalling on 
reforms to the regional aid 
budget, Monika Wulf- 
Mathles, EU regional affairs 
commissioner, will warn this 
week. 

Mrs Wulf-Mathies will tell 
EU regional policy ministers, 
meeting in Glasgow today 
and tomorrow, that it is time 
to abandon the pretence that 
enlargement can go ahead 
while maintaining the status 
quo. 

- Britain, which holds the 
EU presidency, is fighting 
what it sees as an unfair cut 
in its share of aid after 1999. 
The “disaster scenario”, 
whereby the UK could have 
lost most of the £i.5bn 
($L5ba) a year it receives, 
receded in March when the 
Commission proposed a 
safety net for member states, 
but it could still lose several 
hundred million pounds. 

Mrs Wulf-Mathies - who 
accuses member states of 
pursuing “vested interests” 

- is pressing for a reduction 
in the levels of population 
eligible for regional aid, and 
binding contracts with mem- 
ber states to stop waste and 
inefficiency in the disburse- 
ment of funds. 

The regional aid budget is 
the second biggest spending 
item after the Common Agri- 


cultural policy, and the pro- 
posed reforms are causing 
tensions between north and 
south as well as among rural 
and urban regions which 
could lose out. 

The Commission wants to 
agree verifiable targets for 
the absorption of hinds, ful- 
filment of contracts, and cre- 
ation of jobs in run-down 
industrial areas receiving 
money from Brussels. 

But member states are 
reluctant to give the Com- 
mission more discretion 
even though there Is broad 
agreement on the need for 
more effici ent use of funds, 
which are used far building 
roads and bridges as well as 
training and other projects. 

Mrs Wulf-Mathies wants 
the UK presidency to press 
for agreement on an admin- 
istrative shake-up of the 
regional aid budget at next 
week’s EU summit in Car- 
diff. This would be the neces- 
sary prelude for more diffi- 
cult negotiations on the 
share-out of funds. 

Without progress, the 
Commission is worried that 
the chances of a wider deal 
on the EU budget between 
2000' and 2006 will slip 
beyond the informal dead- 
line of next spring, ahead of 
European Parliament elec- 
tions in June. 

A senior EU diplomat said 
the regional aid reforms 
were already being held hos- 
tage to Germany’s elections 
in September. Tbe last 
opportunity for a deal would 


be a special summit under 
the German presidency next 
March, but failure would 
mean “a lost year” in prepa- 
rations for enlargement 
Margaret Beckett the UK 
trade and industry secretary, 
who will chair tomorrow’s 
session, hopes to make prog- 
ress on administrative 
reforms, but Britain still 
wants changes in tbe way 
aid is shared out 
ft wants Objective 2. cover- 
ing industrial and rural 
areas, allocated according to 
gross domestic product 
rather than unemployment 
It also wants special help for 
Northern Ireland and the 
Scottish Highlands and 
Islands, which will lose 
Objective 1 status, the high- 
est aid category. 


By Brian Groom 


Britain will press its 14 
European Union partners 
today to agree new proposals 
to coordinate their planning 
policies. 

It will table a document 
which acknowledges that as 
EU states move towards 
closer economic and political 
union, the way each uses 
land and controls develop- 
ment affects the others. 

Pressures are already 
being felt in border areas. A 
new bridge between Den- 
mark and Sweden, for 
instance, has altered shop- 
ping patterns: Denmark 
restricts out-of-town 
shopping, so retailers have 


set up shop on the Swedish 
side. 

In addition, member states 
face common issues in areas 
such as the Alps, the Dan- 
ube. and the Baltic and Med- 
iterranean seas. 

Richard Cabora. UK plan- 
ning minister, will present 
tbe first complete draft of 
the European Spatial Devel- 
opment Perspective to EU 
regional policy ministers 
meeting in Glasgow. 

It proposes common 
approaches to bousing, 
transport, urban renewal, 
rural issues, economic devel- 
opment. water supply and 
telecommunications . 

The policy will affect LTC 
debates such as that over 
building homes on greenfield 
sites. Other states face simi- 
lar pressures from the explo- 
sive growth of single-person 
households and urban 
sprawL 

The document is the cul- 
mination of a five-year 
attempt to reach agreement 
on planning issues and is a 
key priority for Britain’s 
presidency of the EU. 

Some members have been 
wary of extending the EU's 
reach into national govern 
ments' territory. 

Tbe document will be non- 
binding. but may eventually 
lead to pressure to arrange 
binding agreements on 
issues such as cross-border 
consultation. 

The UK sees itself as an 



Wulf-Mathies: abandon pretenoa Cabonc wfU present draft 



"honest broker" because it 
has no land borders apart 
from that with Ireland. Mr 
Caborn has held meetings 
with doubters such as Spam, 
which devolves planning to 
regional governments, and 
Portugal. Final agreement is 
scheduled for early next 
year. 

The document pursues El ; 
objectives of sustainable 
development, competitive- 
ness and social cohesion. It 
tries to ensure peripheral 
areas do not lose out when 
transport routes and tele- 
communications networks 
are established. 


It encourage* towns and 
cities to co-operate with one 
another, to maximise their 
strengths and create 
regional transport networks. 

it propose* ways to reduce 
urban sprawl and promote 
mixed-use developments, 
avoiding the urowtng segr*- 
gation between rich and 
poor which creates social 
exclusion. 

It supports diversification 
of struggling rural econo- 
mies. often by joining lorvcs 
with local towns. 

The document chans the 
growth of "gateway" cities 
to the Eli. such as Lisbon. 


and "world cities" such as 
London and Paris 

Lille, it says, is emerging 
as a "major node" in the 
development corridor 
between the UK and conti- 
nental Europe, while Barce- 
lona is liecotmng a metropo- 
lis Jnr southern Europe. 

Development, it says, is 
increasingly taking place 
along "Euro-corridors" such 
as that front Glasgow 
through London to the 
Trnnsmanche area of north- 
ern France and Belgium, and 
that from Rotterdam via the 
Ruhr. Rhine. Main and Stutt- 
gart lu Munich. 


3 European microchip prices ‘endanger competitiveness’ 


By Peter March in Undos 

Collusion among microchip 
makers to charge higher 
. . prices in Europe than for the 
- same products in tbe US and 
J J. : Asia is putting at risk the 
.A- development of Europe’s 

"~.r. information technology 

' /m rr. industries and threatening 
. . .J|- millions of jobs, according to 
a leading UK economist 



In a paper published today 
by the Foundation for Manu- 
facturing and Industry, a UK 
research group. Walter Eltis 
of Oxford University says 
the pricing arrangements 
make it harder fm a range of 
microchip-using industries 
in Europe to compete 
against US and Asian rivals, 
undermining economic 
growth. 


Mr Eltis is a former direc- 
tor of the National Economic 
Development Office and was 
at one time economic 
adviser to Michael Hesehine. 
trade and industry secretary 
in the last Conservative gov- 
ernment. 

He says agreement by the 
semiconductor producers of 
Europe, Japan and Korea to 
exchange pricing informa- 


tion “may facilitate tbe 
establishment of a pricing 
structure where they agree 
to charge higher prices in 
Europe" than in other parts 
of the world, including the 
US. 

According to Mr Eltis, the 
European Commission 
should institute a study of 
microchip prices across the 
continent with a view to 


bringing these down to 
world levels. 

“For Europe fully to 
exploit [information technol- 
ogy] opportunities, it is vital 
that more intense competi- 
tion from Asia’s [electronic] 
component industries, 
boosted by their now lower 
currencies, will be reflected 
in faffing microchip prices in 
Europe," he says. 


Mr Eltis sax’s the higher 
microchip prices follow the 
imposition during the lSSQs 
and 1990s of tariffs of up to 
17 per cent on electronic 
components imported into 
the European Union. These 
were instituted to protect 
European-based makers of 
these components from the 
effects of worldwide competi- 
tion. 


Even though agreement on 
abolishing these tariffs was 
reached in 1996. “Europeans 
have become accustomed to 
paying higher prices, so sup- 
pliers may fail to pass on the 
full benefits of the elimina- 
tion of tariffs." he says. 

The high relative prices 
for microchips affects indus- 
tries from robots to washing 
machines, with tbe reduced 


competitiveness possibly 
leading to up to 3m lost jobs 
in western Europe by the 
middle of next decade, says 
Mr Eltis. 

The Information Technology 
Revolution and Europe, by 
Walter Eltis . Foundation for 
Manufacturing and Industry. 
24 Buckingham Gate. London 
SW1E SLR £10. 
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Every time an airplane touches down, m almost any 
-W airport in the wiorid, we can say w« pawftd theway-fcecause 
the odds arc our machines helped build the runways 
Caterpillar machines also played a key parr in 


bridges' 

and canals that cany the world's commerce. And 
our engines provide power to many of the locomo- 
tives, tugs, and trucks that travel on them. 

So we’re proud of our part in making global 


trade possible! 6ut we Ye even prouder of the things 
that happen when trade itself takes off. Education, 
health, communications, and johs ail flourish in a 
healthy world economy. 

And when people trade together they exchange 


ideas. They become more understanding and more 
open. And that could be the most important global 
trade of all. 

CATERPILLAR 
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INTERNATIONAL 


ETHIOPIAN CRISIS MORE DIE IN AIR RAIDS AND ARTILLERY 80M8ARDMENTS ON CAPITAL OF ASMARA AS BORDER DISPUTE ESCALATES 


Foreigners flee as Eritrea raids grow 


By Wicbaeta Wrong m Asmara 

Hundreds of foreigners 
scrambled to escape Eri- 
trea's capital Asmara, yes- 
terday after a bloody week- 
end of air raids and artillery 
bombardment took the gov- 
ernment’s month-long bor- 
der dispute with Ethiopia to 
a new and dangerous dimen- 
sion. 

Western nations had 
hoped that the events of Fri- 
day. when at least 44 Ethio- 
pians died in an air strike on 
the northern town of Mekele 
and Asmara came under jet 
attack, might bring the for- 
mer Horn of Africa allies to 
the negotiating table. 

Instead the bloodletting 
appeared to have widened 
the rift between tbe two 
neighbours, with the origi- 
nal issue in dispute - demar- 
cation of their ill-defined 
mutual border - now in dan- 
ger of being lost in a surge of 
nationalist sentiment. 

Appalled by images of chil- 
dren's bodies being carried 
through the streets of Mek- 
ele, residents in Addis Ababa 
were swearing revenge. 

Eritrea’s President Tsaias 
Afewerki also appeared to 
hold out few hopes of com- 
promise. "At the moment. 
I'm not seeing any light at 



ERITREA 
Hasan 
Asmara • 


Border conflict 


Ethiopian women grieve in Mekele 


Reuters 


ETHIOPIA 


X ?f=7 Addis gDwfe 


the end of the tunnel.'' he 
said in Asmara. 

Relations between the two 
countries deteriorated fur- 
ther yesterday wben 5? staff 
and dependants from Eri- 
trean diplomatic missions in 
Ethiopia arrived in Cairo 
after being expelled. leaving 
behind the ambassador and 
two other diplomats. 

Both governments blamed 
the other side Tor the deci- 
sion to take a war that had 
until Friday been restricted 
to a ground offensive at sev- 
eral points along the frontier 


to a new level. The move 
effectively destroyed what 
many bad regarded as an 
unshakeabie friendship 
forged when Eritrean and 
Ethiopian guerrilla fighters 
together toppled the Marxist 
regime of Mengistu Haile 
Mariam in 1991. The leaders 
of the two countries, related 
through marriage, are now- 
said to be communicating 
through third parties. 

Expatriates, many ol 
whom came to Asmara to 
help rebuild a country devas- 
tated by the 30-year war of 


liberation, nocked to the air- 
port in the early hours of 
yesterday to take advantage 
of a lull in hostilities agreed 
by Ethiopia’s prime minis- 
ter. Meles Zenawi. 

Flights sent by the US. 
Britain. Germany*. Russia 
and Italy airlifted up to 2.000 
foreign nationals - including 
200 Ethiopians - to Saudi 
Arabia. Djibouti and Egypt. 

They left an ominously 
subdued highlands capital. 
Tbe twittering or swallows 
and voices of children 
playing in back yards was 


occasionally interrupted by 
the sound of jets passing 
overhead. 

The airport, a 10-minute 
drive out of town, was 
heavily guarded and barri- 
caded off. with a military 
helicopter parked on the 
runway to close off access to 
the civilian ter minal. It was 
briefly moved to one side to 
make way for an aircraft of 
arriving journalists. 

On Saturday the ter min al 
had been the target of an 
Ethiopian jet lighter attack 
for the second day running 


as Addis Ababa tried to 
exploit the air superiority it 
enjoys over Its former north- 
ern province. 

But the attempt has been a 
costly one: between two and 
three Ethiopian fighters 
have been downed by Eri- 
trean artillery, while Eritrea 
has lost only one Mig. 

Ethiopia, whose forces out- 
number Eritrea's by about 
three to one, appeared to be 
doing better on the ground 
yesterday after a temporary 
setback. 

A foreign ministry official 
said Ethiopian troops had 
recaptured the border town 
of Zalembessa, defeating a 
brigade-strength Eritrean 
force and chasing them back 
across the border. 

Susan Rice, assistant US 
secretary of state for Africa, 
made it clear she had not 
given up hopes for the four- 
point peace plan jointly 
drawn up with Rwanda, 
which both governments 
appeared to have accepted 
before the sudden escalation 
in hostilities. “The peace 
recommendations” consti- 
tute “a reasonable basis for a 
peaceful resolution.” she 
said in Burkina Faso. But 
there were few signs the two 
governments were listening. 


JAPAN TELECOM CO- LTD. 


Our opportunities 
just keep on 
growing. 
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B oJay ilic tclcciiinmiir.:i\iii<ius inJustrv faces sranc of the most 
ififficuh challenges of rhe cfcc.uw. Rapid dunces in fcdinofoyiy. csca- 
laiing investments in infrastructure, dunging govern mem policies, 
discount price wars and other developments make this a critical peri- 
t\i lot liter sector as a v.'holv. But where others see only difficulties, 
japan Telecom >ees opportunities lor growth. 

■ ■■ por example, we are using improvements m technology m build 

•he most advanced local tclci ommunicjlions WFimmrid Highli 

network with direct links to our customers. 

This move will enable us to enhance our growth _ , _ 

Operating Revenue- 

In capturing a [tort toil itf lue V 3 trillion local Tekfomnunation: 

telecom ntuntcaiions market including leased line Service Revenue 

Operating Profits 

and data t ra us mission sen ices. income 

■ ■■We are also using changes m the regulatorv Tola! Assets 

en\ ironnieiU so expand mtn new areas. Our merger Equit 

w ith IT I made ns the lirsi company in Japan to offer both domestic 
and :met national t el ecominunica lions services and added over one 
million customers to os:r subscriber base. The merger also brought 
us relationships with approximate!! 200 overseas carriers. We are 


using these lies to promote business development activities abroad and 
expand our digital cellular phone business in Japan. 

■ ■ ■ Success in the future will go to those companies that can move 
quickly to take advantage of the ever-changing world of telecommuni- 
cations. Japan Telecom will continue lu use* its strategic resources and 
abilities to maintain its leading position among all of Japan's telecom- 


munication companies. 


—Financial Highlights (Yeats ended March 3D 
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non- consolidated 



consolidated 


1994 

1995 

1996 

1997 

1998 

1998 

Operating Revenues 
TektummuncatiorK 

¥250.746 

¥304,648 

¥335,587 

¥375,855 

¥391.999 

¥411,765 

Service Revenues 

243.992 

290,127 

294.995 

300,175 

319,002 

326877 

Operating Profits 

25.664 

30,977 

43,732 

45.396 

31.467 

32.332 

Net Income 

8,416 

10,033 

21,297 

25,442 

15,469 

8,114 

Tula! Assets 

353.320 

484,699 

499,699 

470,882 

561.049 

560,484 

Shareholders' Equity 

69.431 

250,074 

269.380 

291,618 

316,938 

264,251 
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Intel may 
become next 
antitrust 
target in US 

The FTC votes this week on whether to 
bring charges against the world’s largest 
chipmaker, reports Louise Kehoe 




Intel, the world's largest 
chi pmak er. is set to become 
tbe next target of Washing- 
ton antitrust regulators this 
week wben the Federal 
Trade Commission <FTC) 
meets to vote on whether to 
bring charges against the 
company. 

Coining on the heels of the 
Justice Department's anti- 
trust case against Microsoft, 
the FTC vote raises the pros- 
pect of two of the most pow- 


pated antitrust complaint. 

Intergraph filed a patent 
infringement lawsuit against 
the chipmaker In November, 
seeking an injunction to halt 
Intel’s microprocessor sales. 
Intel responded by withhold- 
ing from Intergraph samples 
of new microprocessors and 
information in advance of 
general availability of the 
chips. 

Intel does not dispute tbe 
facts. At issue is whether the 


erf ul US high-technology chip maker's refusal to pro- 
companies - the world lead- vide Intergraph with 


ers In chips and software - advanced information, and 
both being forced to defend similar moves in disputes 
their business practices in with other customers, cousti- 
Wasbington courtrooms. . tute a violation of US anti- 
The scope of the cases trust laws which place an 
a gains t the two companies “affirmative duty" on 
and the legal processes monopolists not to “harm 

expected to be follow are 

very different. Microsoft 

faces broad charges of anti- Intel, like * 

competitive behaviour that „ 
are scheduled to be argued Microsoft, may 
before a federal judge 
starting in September. face 3 U nil Sing 

In contrast Intel - if tbe 

ftc votes to act against h - and lengthy 

will face very specific 

charges refating to its legal battle 

refusal to share intellectual . — 

property with some of its 

customers in the computer competition” in any market, 
industry. Intergraph alleges that 

The case is likely to be Intel is d ulling competition 
heard initially by an admin- in the computer market by 
istrative law judge whose selectively revealing infor- 
ruling would be reviewed by mation about new chips. 


competition" in any market. 

Intergraph alleges that 
Intel is dulling competition 
in the computer market by 


the C ommissi on. 

Only then, after perhaps a 
year of arguments behind 
closed doors, might the case 
move into the federal court 
system. 

Intel, like Microsoft, may 


The FTC is expected to 
pick up this theme and 
demand that Intel distribute 
information more evenly 
among its customers. Intel is 
so dominant in the micropro- 
cessor market that its intel- 


face a lengthy and bruising lectual property may be 


legal battle that could be 
damaging to its reputation 
as a technology leader, dis- 
tract its managers and cre- 
ate uncertainties about its 
future prospects. 

The odds are high that the 
four members of the FTC - a 
fifth position is vacant - will 
vote to take action against 
Intel, according to industry 
and legal experts. 

Earlier this year, the FTC 
determined that Intel was a 
"monopolist” because it held 
a dominant 90 per cent share 
in the market far micropro- 
cessors used in personal 
computers. 

Last week the commis- 
sion’s staff lawyers recom- 
mended that the chipmaker 
be charged with abuse of 
market power in its dealings 
with certain computer com- 
panies including Intergraph. 
Digital Equipment and Com- 
paq Computer. 

In April, a federal 
judge in Alabama ruled 
against Intel in a dispute 
with Intergraph that is 
expected to be a central 
theme in the FTC’s antici- 


raled to be an “essential 
facility" without which com- 
puter companies are handi- 
capped. 

However. Intel maintains 
that its business relationship 
with Intergraph was 
changed by the lawsuit giv- 
ing it the right to end an 
agreement giving the com- 
pute: maker early access to 
microprocessor product 
information. 

The chipmaker shares 
early product information 
with only about 20 of its 
largest customers which 
undertake to assist in testing 
prototype chips. 

If forced to share informa- 
tion evenly with all of its^* ? 
hundreds of customers, Inter * 
would have to undertake all 
of this testing itself and 
release information and sam- 
ples of new products at a 
later stage. 

Legal experts say the case 
would set a precedent by for- 
cing a dominant company to 
share intellectual property 
with its customers and ulti- 
mately may end up before 
the US Supreme Court. 


Battle flares 
up over rules 
on derivatives 


By Iffldd Tail in Chicago 

A regulatory battle over the 
large and fast-growing “over- 
the-counter" (OTC) deriva- 
tives market is expected to 
resurface this week when 
the main players testify 
before a congressional com- 
mittee in Washington. 

On Friday the Federal 
Reserve Board, the US Trea- 
sury and the Securities and 
Exchange Commission 
joined forces, urging Con- 
gress to pass immediate, 
temporary' legislation that 
would maintain the status 
quo in the OTC industry. 

OTC derivatives are risk- 
management contracts, such 
os interest rate or currency 
swaps, negotiated privately 
between sophisticated finan- 
cial institutions. The 
notional value of outstand- 
ing contracts has been put at 
about $2a.Qoobn. The legisla- 
tion, if passed, would halt a 
far-reaching review of the 
OTC market initiated last 
month by the Commodity 
Futu res Tra ding Commis- 
sion (CFTO, which oversees 
“exchange- based" futures 
markets. 

In a joint letter. Robert 
Rubin. Treasury secretary. 
Alan Greenspan, chairman 
of the Federal Reserve 
Board, and Arthur Levitt, 
the SEC's chairman, said the 


legislation was essential "to 
provide time for Congress, 
the regulatory community 
and other interested parties 
to consider the important 
regulatory issues involved". 

Several years ago. the 
CFTC largely exempted 
swaps from its oversight 

The agency now claims 
the subsequent growth in 
the OTC industry and some 
of tbe new issues being 
posed - such as whether 
centralised swaps clearing 
should be allowed - means 
the issue should be revisited. 
But the review was fiercely 
opposed by the swaps indus- 
try. in turn supported by the 
SEC and Treasury. 

The industry argued that 
the very existence of the 
C FTC’s review could raise 
challenges to the legal cer- 
tainty of swaps contracts. 

In Friday’s letter. Messrs 
Rubin. Levitt and Greenspan 
backed the swaps industry, 
saying they believed there 
wer e "se rious questions over 
the CFTC's jurisdiction” and 
there was no i ntention to 
allow tbe CFTC to impose 
unilaterally a comprehensive 
regulatory- scheme for the 
OTC derivatives market. V- 
Brooksley Born. CFTC chair- 
man. is due to testify before 
a House committee this 
week and the OTC issue is 
expected to dominate. 
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- The company. 

T: Mannesmann operates iii Tele- 

communications, Engineering, 

: : k Automotive and Tubes & Trading* 

. Ail sectors are consistently man- 
aged with a value-driven approach. 
Our yardstick for measuring value 
«:? . creation, the return on gross 
operating assets, reached 10.3 
r . :• per cent in 1 997. We have com- 
; mitted ourselves to reach the 
15 per cent mark in the year 2000. 
Our medium-term objective is to 
- reach a 20 per cent return. 


Telecommunications - 
growing across borders. 

Thanks to D2, 
Arcor and our 
participations - 
Omnitel and Infostrada in Italy, 
and Cegetel In France - we're : 
well on our way to becoming, the 
leading private telecom provider 
in Europe. In digital -mobile tele- 
communications, D2 .is already 
market leader in Germany. Today, 
the Telecommunications segment 
generates 

the Group's 

biggest earnings contribution. 
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Your advantages. 

-With .Arcor and D2 we aim to \ 

. offer all the advantages of an . 
integrated communications com- 
pany and are already realizing 
marketing and cost synergies for 
the benefit of our customers. - . 
Arcor runs a high-performance, ■ 
fullcoverage wireline network, . 
reaching the heart of every city". 


in Germany. Building on the 
strength of D2, Mannesmann 
has consistently exploited the 
opportunities of today's Informa- 
tion Age. Our aim? To further 
sharpen our European edge. 

Engineering - 

a top place in the world market. 

. With Mannesmann Demag, 
Mannesmann Dematic, Mannes- 
mann Rexroth and Krauss-Maffei, 
we rank among -the world's leading 
suppliers in mechanical engineer- 
ing. Mannesmann Engineering 
is No.1 in hydraulics, material 
handling and plastics machinery. 
We aim to optimize our product 
portfolio to enhance profitability 
and secure future growth. 

Automotive - 

making cars more intelligent. 

VDO and Sachs are innovative 
partners to the automotive indus- 

- try. Sachs ranks among the lead- 
ing global suppliers of chassis 
and powertrain components and 
systems. VDO is 
internationally 
recognized as an expert in the 

,/ .fields of integrated electronic 
information and control systems. 
Through its acquisition of Philips 
Car Systems, VDO with its new 
Car Communication division is 
poised to become one of the 

• world's premier 
providers of 

. integrated information, navigation 
and traffic telematics systems. 
Seizing every opportunity to boost 


SACHS 




current value, we aim to forge 
ahead with the internationaliza- 
tion of our Automotive sector 
and to strengthen our systems 
expertise. 

Mannesmann's strengths. 

• Strong -commitment to Vaiue- 
. driven management. 

> Telecommunications: 

- German market leader in 
: digital mobile 
telecommunications. 

. - Leading private integrated 
■provider in European 
telecommunications. 

> Automotive and Engineering: 
Outstanding global position. 

Tubes & Trading - 
effective partnership strategy. 

The Tubes & Trading sector pro- 
duces and markets steel tubes 
for every application. In order 
to bolster our market position 
and improve our cost base, we 
have been incorporating all major 
product areas into cooperative 
alliances since the early nineties. 
The latest and most significant 
step in this direction is our joint 
venture with the French group 
Vallourec for seamless tubes. 

Mannesmann - 
working for your future. 


http://www.mannesmann.com 
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Pakistan seeks aid to survive sanctions 


By Mark fflcfartsoci 
hi Islamabad 

Pakistan will count on 
restricted agricultural 
imports, ambitious hopes for 
export growth and help from 
“friendly" Middle Eastern 
countries to ride out the 
effect of sanctions in the 
wake of its nuclear tests, 
says Sartqj Aziz, nuance 
minister, who presents the 
government’s annual budget 
later this week. 

Mr Aziz arrived yesterday 
In Riyadh, capital of Saudi 
Arabia, escorting Nawaz 
Sharif, the prime minis ter, 
on a Gulf tour during which 
Pakistan is seeking eco- 
nomic aid to compensate for 
expected losses in interna- 
tional assistance resulting 
from US, Japanese and possi- 
ble multilateral agency sanc- 
tions. 

Mr Aziz said before depart- 
ing that Pakistan would ask 
Saudi Arabia, Kuwait and 
the United Arab Emirates to 
admit more P akistani expa- 
triate workers as an immedi- 
ate gesture of aid. to 
increase remittances into 
Pakistan's precarious exter- 
nal accounts. 

Pakistan's 1.2m expatriate 


workers last year remitted 
$1.4bn. Islamabad is also 
believed to be seeking direct 
aid, including possible cred- 
its for oil purchases, to help 
weather the effects of sanc- 
tions. 

With P akis tani reserves at 
about $i.3bn - enough to 
cover around five weeks' 
worth of imports - and inde- 
pendent estimates putting 
Its debt servicing bill next 

year at $4-5bn-$5bn, Islama- 
bad's immediate concern lies 
in finding means to keep its 
external accounts solvent 

Mr Aziz said Pakistan did 
not “at the moment" see any 
need to seek rescheduling of 
its international debts or 
declare a repayments mora- 
torium, though talk of bath 
is rife among Pakistani 

bankers. 

“The economic situation 
will be manageable unless 
the sanctions last beyond a 
year." he said. But be added: 
“While we’ll be able to sur- 
vive next year's situation, 
the damage to our invest- 
ment climate will take far 
longer to revive." 

Pakistan's external debt 
stands at around $33bn. but 
the country has since its last 
external crisis in 1996 


increasingly relied on 
short-term and costly com- 
mercial borrowing to stay 
afloat. 

Mr Aziz said the frill cost 
of sanctions could not be cal- 
culated for several weeks 
until the World Bank, the 
IMF and the Aslan Develop- 
ment Bank had decided 
whether to stop or slow 
future lending. 

However, he said lending 
curbs from these interna- 
tional agencies would halve 
an expected multilateral aid 
flow of $3bn for next year, 
$1.5bn of aid having been 
approved before Pakistan's 
nuclear tests last month. 

Without giving details of 
next Saturday’s budget, Mr 
Aziz said he believed Pakis- 
tan could cover the esti- 
mated gl.Sbn external 
account shortfall by encour- 
aging import substitution of 
some agricultural imports. 
Including pulses, edible oils, 
milk powder and wheat, 
while attempting to spur 
exports, which he hoped 
could rise by 20 per cent 
next year - ambitious in the 
light of the 1 4.7 per cent rise 
in exports for the first nine 
months of the current fiscal 



At toast 23 people were kffled and 32 Injured when a bomb hit this KaracM-Peahswar train yesterday. 
P ahtotw i blamed India's 'abofrinabto' intelligence agency, a claim bxfia said was ‘preposterous’. 
Tensions have been increasing since last month's nuclear tests by tha two countries Reuter 


Mr Aziz also indicated 
that his budget would 
continue further austerity 
measures, building on a 
mood of “self-reliance" and 
“self-sacrifice" fostered 
by the government since 
Pakistan faced sanctions 
after matching India's 


nuclear tests month. 

The government has 
already said it aimed to 
halve government current 
spending, though indepen- 
dent analysts wonder how 
this can be achieved, since 
two-thirds of such spending 
is devoted to interest 


payments and defence. 

Austerity moves have so 
far been largely symbolic, 
including Mr Sharif s deci- 
sion to defer his occupation 
of a grand and newly built 
secretariat building and to 
swap his Mercedes for a 
Toyota. 


Airlinc China acts to sustain exports Tehran’s 

dismisses , , . , , mayor 

‘hundreds’ SS growth U1 orders slows defies 

nil By James Kynge in Belpng takes several months for rebate for coal exporters is in exports. Qln Xuanren. Pnilff" 

U J. |J JL1U 1/3 - contracts to be translated to be raised from 9 per cent vice-secretary general of the V- vl Ui. l» 


Philippine Airlines 
yesterday sacked hundreds 
of striking pilots who defied 
a retum-to-work order. Ren- 
ters reports from Manil a. 

PAL had given the 620- 
member Airline Pilots' Asso- 
ciation of the Philippines 
(ALPAP) until noon yester- 
day to comply or face dis- 
missal. 

“Those who remained defi- 
ant were, in accordance with 
law and Jurisprudence, 
declared as having lost their 
jobs with the airline." the 
airline said. 

PAL would not say how 
many pilots had been dis- 
missed but an industry 
source said the sackings 
“involve hundreds". 

About 300 of the pilots 
marched to the airline 
offices with signs reading: 
“No Compromise" and "We 
Can't Take It Any More”. 
Another sign read: “You 
Can’t Fire Us. Slaves Have to 
be Sold.” 

The pilots went on strike 
on Friday night in protest at 
the sacking of a union mem- 
ber and a cut in crew rest 
during stopovers on trans- 
pacific flights. It was the 
fourth walkout in four years. 
Rank-and-file and ground 
crew were involved in previ- 
ous stoppages. 

Yesterday’s firings fol- 
lowed the sacking on Satur- 
day or 29 ALPAP officers and 
an order for the rest to show 
up by noon. 

The strike has stranded 
thousands of PAL's Interna- 
tiona] and domestic passen- 
gers. Management earlier 
warned that a pilots' walk- 
out would worsen PAL's 
financial problems. 

The strike was costing the 
company up to 150m pesos 
($3.8m) a day. airline offi- j 
rials said. Last December it 
reported a net loss of 3bn 
pesos from April to October , 
in the fiscal year ending 
March 1998. I 


Fresh signs that China's 
export growth may slow 
sharply later this year are 
prompting the authorities to 
consider measures to rein- 
vigorate one of the main 
growth engines in the 
national economy. 

One omin ous sign, trade 
officials said, was that new 
export contracts rose by only 
1.18 per cent in the first four 
months of this year, com- 
pared with the same period a 
year ago. 

This was a significantly 
lower increase than the 11.6 
per cent climb in total 
exports, which itself was 15.3 
percentage points lower than 
during the first four months 
of 1997. 

The trade officials said sta- 
tistics on new contracts were 
not -as faithful an indicator 
as actual orders, but they 
nevertheless served as a 
guide to future demand. It 


takes several months for 
contracts to be translated 
into export sales. 

The officials said that the 
slowing growth in contracts 
was partly the result of keen 
competition , from Asian 
exporters who are starting to 
capitalise on the sharp 
devaluation in their curren- 
cies. 

Devaluation of China's 
renminbi has been ruled out 
by Beijing’s senior leader- 
ship, so authorities are 
intensifying efforts to find 
other ways to stimulate 
exports, which last year con- 
tributed about 20 per cent of 
gross domestic product 

Wang Jun. deputy director 
of the newly established 
state coal industry bureau, 
said that coal exports should 
rise to 35m tonnes this year, 
up 4.26m tonnes from last 
year. 

Certain fees charged by 
coal exporting ports are to 
be dropped and the tax 


rebate for coal exporters is 
to be raised from 9 per cent 
to 11 per cent officials said. 

The Industrial and Com- 
mercial Rank Of China bag 
pledged to extend RMB3bn 
($361 m) in loans to the China 
Coal Import and Export 
Group, the country's leading 
coal exporter. 

Falling domestic prices 
and chronic oversupply in 
the world’s largest coal-prod- 
ucing country are expected 
to lead to an intensification 
in international price compe- 
tition. as China seeks to 
boost its exports. 

Tax rebates on exports of 
rolled steel, cement and 
some electronic machinery 
are also expected to be 
increased from 9 to 11 per 
cent, offi cials said. 

The gathering gloom over 
China’s export performance 
is also prompting calls for an 
end to a prohibition - fre- 
quently circumvented - on 
private companies engaging 


in exports. Qln Xuanren, 
vice-secretary general of the 
China Association of Inter- 
national Trade, this was 
necessary because export- 
orientated state-owned com- 
panies were often less effi- 
cient than their private sec- 
tor counterparts. 

China appears in need of a 
robust export performance 
as the wider economy slows. 
Gross domestic product 
growth was 7.2 pa- cent in 
the first quarter, down from 
&B per cent for the whole of 
1997. 

The government’s greatest 
fear is that slowing growth 
will trigger social unrest as 
unemployment surges and 
pensions are withheld from 
millions of retired people. 
Official statistics last week 
said that by the end of 
March, Efim pensioners were 
owed a total of RMB4fi7bn in 
pensions. Many had not 
received any welfare for six' 
months. 
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Parties agree on HK economy 


By John RhkBng in Hong Kong 

Hong Kong's main political 
parties will meet Donald 
Tsang. the financial secre- 
tary. this week to press for 
action to counter the territo- 
ry's slide into recession. 

In a rare show of unity, 
parties from across the polit- 
ical spectrum last week 
agreed a six-point plan. 
Including tax cuts and rate 
cuts, to bolster the economy 
and curb rising unemploy- 
ment 

The meeting, which is 
planned for tomorrow, 
comes amid growing concern 
over the severity of the econ- 
omy's downturn and the pre- 
dictions of the territory's 
first recession since 1985. 
Two government stimulus 
packages announced over 
the past few weeks, aimed at 
the property market, tour- 


ism and the banking sector, 
have failed to reassure crit- 
ics and investors. 

Tung Chee-hwa, Hong 
Kong's chief executive, said 
at the weekend that the 
slump would last “a few 
quarters". But economists 
warned of a longer and 
sharper recession. Francis 
Lui, economics professor at 
the University of Science 
and Technology, said yester- 
day that economic output 
could fall by 5 per cent this 
year if the credit crunch 
gripping the territory contin- 
ues. 

The territory’s business 
co mmuni ty is also anxious 
about prospects for the Japa- 
nese yen. The weakness of 
the yen has raised fears of 
renewed speculative attacks 
on the Hong Kong dollar, 
which remains pegged to 
the US dollar at a rate 


of HK*7fiO to US$1.00. 

Currency traders reported 
signs of speculative activity 
last Friday evening as the 
Hong Kong currency slipped 
towards 7.75 to the US dol- 
lar. which is considered an 
important support leveL The 
benchmark three-month 
interest rate rose from 8.25 
per cent to 8.6 per cent 

While political parties 
describe this week’s meeting 
as a search for cooperation 
with the government rather 
than confrontation, their 
common demands underline 
increased political pressure 
on the administration after 
last month's legislative elec- 
tions. Pro-democracy and 
populist parties scored 
strongly, with the seven par- 
ties pressing their six-point 
plan accounting for more 
than half of the 60 seats in 
the legislature. 


Allen Lee, leader of the 
pro-business Liberal party, 
said yesterday that the gov- 
ernment should meet all the 
demands presented by the 
parties. The proposals also 
have the backing of the pro- 
Beijing Democratic Alliance 
for the Betterment of Hong 
Kong (DABHK). 

Tsang Yok-sing, DABHK 
leader, last week signalled 
that his party would support 
a deficit budget to revive the 
economy. Beijing has tradi- 
tionally been opposed to defi- 
cit spending in Hong Kong, 
inserting a clause in the 
post-colonial constitution 
calling for spending 
increases to be kept in line 
with economic growth. How- 
ever, Mr Tsang said this did 
not require a balanced bud- 
get every year, only that the 
budget should be balanced 
over the bumness cycle. 
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A GLASS OF CHAMPAGNE AND A PRINTER CABLE, PLEASE. 


Or indeed, a glass of wine and a laptop. 
Sheraton and AT&T have combined to take 
care of the business traveller’s every whim. 

You'll find folly equipped 
=g? business centres and Smart Rooms'" 
AM* if you prefer to work in privacy. 


Another advantage of Smart Rooms™ ts 
the AT&T Direct - " Service Speed Dial Feature. 

just the touch of a button provides hist 
connections, with the dearest sound quality* 
on calls back to the US. 

Sheraton's Business Traveller Services. 

* Gnrrt trad on LOT cuaomer preference nutfy. 


Sheraton 

wmuMBum 

Successful business trips haw seldom been so 
pleasant. 

For reservations, call our Global Toll Free 
no. 00809-325 3 53535 or visit wwwsheratoajoom. 

Or to know more about AT&T, see 
www.att.com/tr4veler. 


By Robin Allen in Dubai 

The politically moderate 
mayor of Tehran, Gholam- 
h ossein Karbaschi, came out 
fighting yesterday at the 
start of his trial for alleged 
bribery, embezzlement of 
public funds and “influence- 
peddling" during elections in 
1996 and 1997. 

In reply to prosecution 
charges that he had embez- 
zled $90,000 and used a fur- 
ther IR i.4bn - about 
$250,000 at the street market 
rate of IRSfiOO to a dollar - 
to help the election cam- 
paigns of moderate candi- 
dates, Mr Karbaschi chal- 
lenged the coot's right to , 
try him. I 

The 44-year-old mayor also 
questioned the competence ; 
of the judge who. he - 
claimed, did not even have a 
bachelor’s law degree. “The 
evidence against me," he 
said, "was taken under 
duress." The prosecution, he 
added, “has no first-hand 
documentary evidence.” 

Displaying a file of papers, 
he was reported to have 
warned the prosecution: “No 
one has seen this file before. 
Its contents could change 
the course of the Islamic 
Republic. Do not push me to 
reveal what is in it." 

The case was adjourned 
until Thursday. 

Mr Karbaschl’s detention 
last April on the orders of 
Ayatollah Mohammed Yazdi, 
the head of the hardline judi- 
I ciary. sparked widespread 
protests from students and 
members of the government 
who saw it as a political 
move by clerical and secular 
conservatives opposed to the 
moderate policies of Presi- 
dent Mohammed Khatami. 

The judiciary is one of 
many power centres con- 
trolled by Iran's spiritual 
leader, Ayatollah All Khame- 
nei. Mr Karbaschi 's early 
release after only 11 days, 
following the president's 
Intervention with Mr Kha- 
menei, was seen by many as 
a political victory for the 
moderates in general 

According to Bijan Kha- 
jebpour. editor of the 
monthly journal Iran Focus. 
Mr Karbaschi is seen as “the 
principal brain behind mod- 
erate policies." 

Senior western diplomats 
say. however, that both con- 
servatives and moderate 
reformers at the top of the 
political leadership are anx- 
ious not to let the drama 
over Mr Karbaschi get out of 
hand. “Recent bomb attacks 
by opposition extremists 
said one senior western dip- 
lomat, “have shown how 
brittle stability Is." 

For the first time since the 
1979 revolution, last Friday's 
prayers were not held in 
Isfahan, a stronghold of 
moderate reformists, report- 
edly because of concern by 
the city’s religious leader 
about demonstrations 
against the hardliners who 
control the levers of power. 

In these circumstances, 
according to a senior west- 
ern diplomat, neither the 
government nor the clerical 
hardliners want a courtroom 
drama to spill over into the 
street “With threats of 
social and economic unrest, 
as wen as the reported ill- 
ness of Mr Khamenei, the 
tendency Is for the people at 
the top of the system to 
show restraint for the sake 
of the country’s stability." 


NEWS DIGEST 

US MISSILE TECHNOLOGY 

, ,« i nmmi n m toiwwti^ 1 *' *""" 

Rules for Chinese access 
too loose, says Kerrey 

Procedures dating back to 1988 to 

sensitive US missile technology appear » *££**£^ 
loose, tte vice-chairman of the Senate mtefflgenc* Commrttee 

Sa S^RShKenBV speaWng on CBS Television’s Face the 

grant access to this technology was t&atntely loose, gnw 
tha seriousness Of this particular transfer . 

^^^Democ^ from Nebml^^oartar 
three days erf ctosed-door beaw^* by SSSS S me 

Whether US national security 
granting of waivers in 1996 and 1998 
toshare missile technology with 
yet been completed and an< ^ me '"^ 
the Utah Republican. Qirin Hatch, smd the evidence was not 

conclusive “at this point". i w 

The concern is that the missiles used to launch US satel- 
lites had a dual-use application to launch nuclear weapons* 
chairman of Loral. Bernard Scmrartz. *********** 
to the Democratic party. Stephen Fidter. Washington 

GUINEABISSAU 

Military revolt put down 

Guinea Bissau's government has put down a military revolt In 
the capital, ft said yesterday, but rebels were reported in con- 
trol erf a residential complex, including a hotel where several 
dozen foreigners were staying. 

About a dozen soldiers of both sides, along with ctvman s, 
were killed In fighting which erupted in Bissau, the ca pital erf 
the former Portuguese colony, shortly before dawn, according 
to Portuguese news agency Lusa. 

At the weekend Brigadier Humberto Gomes was formally 
appointed chief of staff in the impoverished West African 
state, and it was this reshuffle that apparently triggered the 
revolt. 

Among the dead was Eugenio Spain, the head of pres den- 
tfal protocol, who was lolled as he headed for the airport en 
route to the Organisation of African Unity summit in Ouaga- 
dougou. 

The whereabouts of President Joao Bernardo Vieira, who 
was due to attend the summit, which opens today, were not 
Immediately known. 

Lisbon's ambassador in Bissau. Francisco Hennques da 
SHva. said the situation was still confused, although govern- 
ment troops appeared to be bringing the revolt under control. 
He said streets in the capital were deserted after the govern- 
ment ordered residents to stay indoors. Television pro- 
grammes were suspended and radios played traditional Bis- 
sau music. 

Movimento Batata, the leading opposition group in the 
Guinea Bissau parliament issued a statement calling the 
revolt a "bloody settling of accounts” within the formerly 
Marxist ruling party. Reuters, Lisbon 


SOMALI FIGHTING 

Warlord recaptures Baidoa 

Fierce fighting between rival armed Somali factions erupted 
around the key town of Baidoa, ISO miles west of Mogadishu 
over the weekend. 

Radio reports from the area said forces of a warlord, Hus- 
sein Aideed, were driven out of the town on Saturday by the 
Rahanwecn Resistance Army, but were back in control of Bai- 
doa yesterday after calling in reinforcements. 

Neither side has given casualty figures, but radio reports 
from Baidoa said there were many bodies on the streets. 

Somalia has been without an effective government since 
President Mohamed SLad Bane was ousted early m 1991, and 
a number of armed factions now control separate areas. 
Reuters, Mogadishu 


MILLENNIUM BOMB 

Central banks ‘scared’ < 

The world's central banks are "scared to death" by the tack of 
preparation for the year 2000 computer “bomb" problem, 
according to a senior investment banker. Andy Siciliano, 36, 
global head of Interest rates and foreign exchange at Swiss 
Bank Corporation, said his bank was spending 95 per cant of 
its technology resources on resolving the problem. 

Mr Siciliano told the annual Forex conference in Geneva 
that many European banks were not really addressing the 
problem and that Japanese banks, in particular, were not 
ready. They had spent spent $250m in total, compared with 
the $600m spent by Citibank alone. 

“The inability to fix the problem will have a dramatic 
impact" on the prices of companies being acquired In the 
forthcoming consolidation of the global banking industry, he 
said. Wiffiam Hall, Zurich 


“VIRTUAL STRIKE’ j 

ft 

Settlement at Aeromexico 

Flight attendants for Aeromexico airline reached a deal with 
management at the weekend to end a five-day ‘virtual" strike 
over pay and benefits. 

More than 1 ,000 flight attendants worked wearing Emu- 
bands of protest during the five-day Industrial action. Aero- 
maxico service continued uninterrupted. 

The airline, a subsidiary of Cirrtra, which also runs Mexicans 1 
and Aaroperu airlines, announced on Saturday a deal which 
gives night attendants an 18.3 per cent wage increase and 
improvements in other benefits. 

The staff won better retirement benefits, increases In the 
number of on-board crew members, and union membership 
who ^ been considered management, 
me assa night attendants union said. Reuters, Mexico (Sty 

LEBANESE LOCAL POLLS 

Army watches over elections eyi 

P™ gained 13 people yesterday in connec- 

raiwith troubles during the third round of the country's local 
etoctions. 

10 ihe k* 8 ®* stag 0 of polls which are seen 
deTTlocrac y can overcome sectarian and 
poracal rivalries lingering from the 1975-1990 civil war. 

1 * tmopS wae de P | °yeri in Beirut and south 
Lebanon, where a fierce electoral battle was expected 
betereen the radical Hlzbollah and its rival, pro-Syrian Shia 

,n Nabatiyeh, armoured personnel 
rarnera wWi machine-guns mounted were stationed around 
pomng stations, and tanks were seen on the edge of the city. 

The army said the T3 people arrested were held in south 
Lebanon after minor problems that did not affect the 
smoottiness ofthe election process", it did not elaborate. 

Official results were expected to be announced late last 
night or today. 

the second round of voting, held the previous Sunday In 

10 r ^° fAe were when supporters 

ofnvai candidates clashed with knives and clubs. More than 
1 50peoptawere arrested In connection with election violence. J 
^Opposition groups made gains in the previous rounds of 
the polls, the first h 35 years, which are seen as a challenge 
to Lebanon s three pro-Syrian leaders - President Efias Hrawt. 

m-Harin, prime minister, and Nabih Bent parliamentary 
speaker. Reuters, Nabatiyoh 









,r * 11M1 


• ' \- 


V. 



GUINEA kiss*m 

Militarv revolt put down 


? r « 




f 


xm&L' 

Warlnrd rccs 


pH 


.« ' v 


Ml»£ lV« ;; : r ’ 

• CrntM? banks ‘scared 




■N 


VWi • 


Mfwrs-- 


jt Acroflf 


il ***'- 5 ..*0 


.-hi’S 


; 0V» 






GET YOUR MIND 
WORKING WITH 

PARIBAS 



fig- 1 

You have no map . 
Remember. 



fig- 2 

You lost your compass . 



A:«* . 

What good’s a cellular 
phone if you don’t know 
where you are? 




You arrive at a crossroads only to discover 
that the signpost has been blown 
down in a storm. You have no map. 

Which direction do you take? 



PARIBAS 
No.l IN 
THE EURO 

30% market share 

First Supranational 
in Euro 

First Sovereign 
in Euro 

First Convertible 
in Euro 

No.l 

Euro Swap House 


LEADING THE WORLD IN THE EURO 

Today, it is easy to Feel lost when confronted by the future. The financial landscape is shifting 
before our very eyes. Moving into new territory, as we are with the Euro, is fraught with uncertainty. 
What you need is a guide who’s been this way before. 

Founded 125 years ago simultaneously in 4 European countries, Paribas was the first bank with a 
truly European philosophy. Today, with an organisation based on banking activities and industrial sectors, 
no other bank can equal its experience in crossing financial frontiers. 

In the )?97 1FR Awards, Paribas won for Eurobond of the year and was named Ecu/Euro Bond 
House of the year. As we get closer to the “big bang” of 1???, the experience of Paribas as the lead Ecu 
bookrunner since 1?81 puts the bank in a unique position of authority in all questions relating to the Euro. 
And it is, in fact, only by the application of experience that we can solve the problem of the crossroads 
with the fallen signpost. 

How do you decide which way to go? You leverage your own recent experience. Since you do 
know where you’ve come from, you simply raise the signpost, point the relevant arrow in the direction 
from which you have come - and the way ahead is clear, http:llwww.pahbas.com 


PARIBAS Thinking beyond banking 
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— !.L G f WER ATI0 W GOVERNMENT seeks to safeguard deep-mine coal industry by curbing new gas-fired power stations 

BP plan for Welsh ‘energy park’ blocked 


By David Wightra 
and Andrew Taylor 


British Petroleum's plans for 
a 3,000-job “energy park” in 
south Wales are to be 
blocked as part of the gov- 
ernment's efforts to safe- 
guard the deep-mine coal 
industry. 

The government’s propos- 
als. which could be 
announced this week, 
include a crackdown on the 
granting of consents to build 
gas-fired power stations. 
Although ministers have 
decided against a blanket 
extension of the moratorium. 


a senior government mem- 
ber said the new regime 
would make it “extremely 
difficult” to get consents. 

The proposals, which will 
be put out to consultation, 
will block dozens of projects, 
including BP’s plan to build 
a gas-fired power station on 
the site of Us Baglan Bay 
chemicals complex. The 
power station is the centre- 
piece of a proposed regenera- 
tion project which aims to 
create more than 3000 jobs 
tn an area of high unemploy- 
ment. 

The government move will 
cause huge disappointment 
in south Wales where BP has 


been praised for Its efforts to 
replace jobs lost through the 
run-down or its Baglan Bay 
facility. It will also provide 
ammunition for critics who 
claim the government is pro- 
tecting miners’ jobs at the 
expense of employment else- 
where in the economy. 

Coal industry* experts 
believe the government's 
efforts could safeguard about 
half the 5.000 pit jobs threat- 
ened by the expiry of subsi- 
dised contracts with the elec- 
tricity generators, struck at 
privatisation. 

But gas power station 
developers claim thousands 
more jobs would lost by 


a ban on new consents. 

Adair Turner, the director- 
general uf the Confederation 
of British Industry, the 
employers' group, has 
warned the government 
against a long-term morato- 
rium he said would hit the 
confidence of inward inves- 
tors. 

But the government will 
present the crackdown as 
giving the coal industry 
breathing space while distor- 
tions in the electricity mar- 
ket are ironed out. 

The government wiD say a 
combination of increased 
competition in supply and 
generation - which may 


require further coal-plant 
sales by National Power and 
PowerGen - together with 
reform of the electricity 
pool, the wholesale market, 
should lead to a substantial 
fall in electricity prices in 
the medium term. 

Against that background, 
ministers are confident 
National Power and Power- 
Gen will agree contracts 
with RJB Mining, the main 
coal producer. Ministers 
believe contracts will be 
close to the world market 
price, allowing the govern- 
ment to claim electricity 
consumers will not be hit. 

The policy on gas-fired 


stations is likely to lead to 
some projects being blocked 
even where they have been 
granted consents. The main 
exceptions will be combined 
heat and power schemes 
including BP's Grangemouth 
development in Scotland- 
Ministers were warned 
that special treatment for 
projects such as Baglan Bay 
on economic grounds would 
open the government to 

legal challenge. Peter Hain. 
the Welsh industry minister, 
whose Neath constituency 
borders Baglan Bay, is 
understood to be “very 
disappointed" about the proj- 
ect 


Declining sales prompt Sun to set its sights on new horizons 


Editor’s departure 
comes at a time of 
falling circulations 
among the tabloids, 
says John Gapper 

W hatever the circum- 
stances behind the 
change of editor at 
The Sun. Britain’s top- 
selling daily paper, the 
departing Stuart Higgins can 
hardly complain about his 
send-off. 

Friday's issue of the 
Murdoch-owned paper 
described him as “the man 
who broke the greatest sto- 
ries of the century". 

Mr Higgins is to be suc- 
ceeded by David Yelland. a 
former City editor of the 
newspaper who is now dep- 
uty editor of the Murdoch 
empire's New York Post. But 
the Higgins era will not be 
forgotten, and The Sun’s 
transformation of the UK 
tabloid newspaper market 
will stand as a remarkable 
tale. 

While The Sun became 
the archetypal Thatcher ite 
tabloid during the 1980s 
under its irrepressible previ- 
ous editor Kelvin Mac- 
Kenzie. this has been a 
tougher decade. Along with 
other mass-market tabloids, 
the paper's circulation has 
been under pressure. 

Mr Higgins's resignation 
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after five years comes after 
The Sun recorded a 5.6 per 
cent annual Tali in circula- 
tion to 3.7m in the six 
months to April, while 
The Mirror, its main daily 
rival, fell 3.3 per cent to 
2^m. 

The Sun retains a com- 
manding lead, and its attrac- 
tions for mass-market adver- 
tisers such as retailers 
endures. 

But in spite of this 
strength, the exuberant 
self-confidence of The Sun in 
the Mackenzie years has 
ebbed. Several editors now 


cast envious glances at this 
decade's steadily rising cir- 
culation of the mid-market 
Dally MaiL 

Social change Is one cause. 
“With Mr Blair following on 
Mr Major as prime minister, 
more people want to be mid- 
dle class - the mid-market 
is the place to be.” said 
Peter Williams, finance 
director of Daily Mail Sl 
General Trust. 

Another is the continuing 
rise of television viewing. Mr 
Jones says pay television 
channels such as The 
Mirror's Live TV and UK 


Living that reflect tabloid because the only obvious 
interests are competing for way to do it is through spe- 


customers. 

The Sun's response in 
June 1993 was to cut its 
cover price, a tactic that 
worked for a time. ‘The Sun 
got away with murder in a 
way because the Mirror did 
not fight back effectively." 
says Anthony de Larrinaga. 
an analyst at Panmure Gor- 
don. the stockbroker. 

Since The Sun restored its 
cover price to 28 pence (-16c). 
a decline has set in again. “It 
is very hard to compete at 
the bottom of the market. 


cial promotions or price 
cuts." says Mr de Larrinaga. 

But the most alarming 
recent event for The Sun 
was the accession of Mr 
Mackenzie to take charge of 
Mirror Group national titles 
this year. He surprised ana- 
lysts by nudging The Mirror 
upmarket and increasing the 
length of its stories. 

Since tabloid newspapers 
gain about 60 per cent of 
revenues from their cover 
price, there are clear attrac- 
tions to gaining circulation 


through means other than 
price cuts, and Mr 
MacKenzie has instead 
focused heavily on editorial 
changes. 

Even before Mr Higgins's 
departure. Sun owner News 
International showed signs 
of seeking to increase its 
female readership. Rebekah 
Wade, a 30-year-old journal- 
ist from News Internation- 
al's News of tbe World, 
which appears on Sundays 
and is Britain’s top-selling 
newspaper, was appointed 
deputy editor under Mr Hig- 
gins earlier this year. 


Managing your own funds? 

Visit FTQuicken.co.uk, 

the UK's personal finance web site 


Now the Financial Times brings you FTQuicken.co.uk, the UK's 
personal finance web site. Designed expressly for the UK in 
association with the makers of Quicken, the world's No 1 
personal finance software, and Excite, the leading web search 
engine. FTQuicken can help you make even more informed 
persona! finance decisions. 

Relevant, informative, practical - and free. FTQuicken simplifies 
personal finance. Its interactive tools let you track your stocks in 
a personal portfolio or pinpoint the best deal for a mortgage or 
credit card. FTQuicken can also estimate your monthly mortgage 
payments arc tax bill, calculate currency conversions and more. 
And all of this is backed witn trusted FT news - a wealth of 
information on the web. 

So when it's your money - not theirs - the time you spend with 
FTQuicken will be well invested. 


Government 
‘failed to fund 
vital BSE study 5 


^7 


.fcVvH By Maggie liny In London 




The UK government turned 
down grant applications Tor 
“vital" research work on 
BSE - or “mad cow" disease 
- in 1991 from a leading 
authority on the condition 
and related illnesses, the 
BSE inquiry - was told at the 
weekend. 

Professor Stanley Prusi- 
ner. who last year won the 
Nobel prize for medicine for 
his work on prion diseases, 
including BSE. Creutzreldt- 
•Takuh disease - the human 
■ equivalent - and scrapie, the 
I sheep disorder, told the 
i inquiry “this was a major 
j mistake. It cost us six 
years". Afterwards Prof Pru- 
smer said “about a month 
ago" the agriculture minis- 
try suggested “we should 
put something lugetber". 

The inquiry took evidence 
j oo Saturday to accommodate 
Prof Prusiner. who works at 
the University of California, 
in San Francisco. 

He said the research “was 
and is vital to gaining more 
! knowledge about BSE. It 
I might have made a big dif- 
ference if it had been funded 
in 1991”. His team made two 
! formal applications in 1991 
followed by informal 
approaches, and a third for- 
mal application in 1996. AH 
were refused. 

The grant application was 


to assess the risk to humans 
of BSE, using mice. In 1991 
the government's line was 
beef was safe to eat How- 
ever. Prof Prusiner told the 
inquiry that was based on 
knowledge of how scrapie 
affected sheep, and that scra- 
pie did not cause CJD in 
humans. He said by 1991 sci- 
entists knew seven differ- 
ences existed in the amino 
acids between prions in cat- 
Ue and in sheep, “any one of 
which could be lethal, and 
this worried us". Asked if he 
thought British beef was 
safe to eat at the time, he 
said: “It wasn't a very a ppe 
Using thought." 

In 19S9 the UK government 
banned certain cattle tis- 
sues. such as the brain and 
spinal cord, from the human 
food chain. These were 
thought to carry the infec- 
tive agent, and the view that 
bcvf was safe was based on 
their rctnovaL But Prof Pru- 
siner said the ban was made 
on the assumption prions in 
cows had the same distribu- 
tion as in sheep. 

In fact. Prof Prusiner said, 
scientists' lack of knowledge 
about how BSE affected cat- 
tic meant they could not say 
“where the prions are and 
what the titres PevelsJ are”. 
Cattle carrying the disease, 
but not showing clinical 
symptoms, could pose a 
threat to humans. 


NEWS DIGEST 


PARLIAMENTARY REFORM 

Joint body set to examine 
future of upper chamber 

Tony Blair, the prime minister, is expected this week to 
confirm plans to set up a rare joint committee of senior MPs 
and peers to determine the long-term future of the House of 
Lords, the unelected upper house of parliament 

The body would take evidence from the public, academics 
and others, and produce a report on how to create an effec- 
tive second chamber before the next election. But Mr Blair is 
understood to have decided that legislation for full-scale 
reform of the Lords should not take place until after the next 
general election. In the meantime the government will intro- 
duce a blU in the autumn for “stage one” reform, which will 
simply remove the voting rights of hereditary peers. 

Conservatives will fiercely oppose the biU, arguing that they 
cannot agree to the removal of hereditary peers without 
knowing what will replace them. William Hague, the Tory 
leader, said the Lords would be left as “a huge quango" 
made up of political appointees, tt the Tories fight a pitched 
battle against the bill in the Lords, it could clog up all other 
government business next year. Mr Blair and Lord Richard, 
leader of the Lords, insist the question of “stage two” reform 
cannot be decided without consideration by a committee of 
both houses of parliament Senior members of Labour and 
the Liberal Democrats favour a hybrid system for the 
chamber, where some members are sleeted and some are 
appointed. George Parker, London 

THINK-TANK REPORT 


Call for Europe to ‘pull together 1 

The European Union should have its own peacekeeping force, 
drugs-bustsng police force and Open University, as part of a 
drive to make it more relevant to ordinary people, according 
to a think-tank admired by Tony Blair, the prime minister. 

The report by Demos also calls for the EU to transfer 
regional aid from farms to programmes to regenerate cities 
and to Improve the quality of life in urban areas. 

“For too tong, European integration has been a techno- 
cratic. elitist project,” said Mark Leonard, author of the report, 
Rediscovering Europe. “To meet the challenges of the next 
century, Europe needs to pull together and rediscover the pri- 
orities. values and aspirations of its citizens.” 

Nell Kkinock, the European transport commissioner, will 
speak at the launch of the Demos report today, which coin- 
cides with a London conference on building a ‘people's 
Europe”. 

The report, which draws on opinion polls across the EU. 
says 68 per cent of people want a Europe-wide approach to 
foreign policy, and 78 per cent believe the EU should lead the 
fight against drugs. 

Robin Cook, the foreign secretary, yesterday told the 
people's Europe event in London: “Europe can only succeed 
if it has the backing of its people.” He said: “A partnership 
between politicians and people is essential to the future 
development of the EU." 

The theme will be continued at next week's EU summit m 
Cardiff. Wales, where more than 10.000 farmers are expected 
to protest at cuts in income. George Parker, London 


WELSH ASSEMBLY 


Public ‘badly informed’ on devolution 

A huge pub&c education campaign will be needed to ensure a 
respectable turnout in next year's elections to the planned 
Welsh assembly because most people know “very little” about 
devolution, according to an internal Welsh Office report. 

Tbe report suggests the £700,000 {$1.1 5m) spent last year 
on publicity about devolution has had minimal impact, and 
says a sophisticated campaign targeting people who typically 
read the British tabloid newspapers, as well as opinion for- 
mers, must begin “as soon as possible”. 

It argues that a well-known personality should lead the 
campaign, and suggests Anthony Hopkins, the actor, or Tam 
Jones, the singer. Ideas for the "lively, upbeat” campaign 
Include a pop song and a new Welsh logo, together with sus- 
tained coverage in the media 

Tbe Welsh electorate voted by a majority of 0.6 per cent for 
the assembly in a referendum last September. However, only 
half the electorate bothered to vole. If there is a low turnout in 
the elections to the assembly next May, on a similar scale to 
last month's local government elections, the case for devolu- 
tion would be badly damaged. 

The internal Welsh Office report, obtained by Ihe Financial 
Times, is based on detailed interviews in March and April with 
voters who supported and rejected the assembly in the refer- 
endum. Tbe report says: “A main finding of this research was 
that knowledge and understanding of the assembly and how 
it will operate is confined to a minority. Most know very little 
about the assembly." Andrew Parker, London 


NORTHERN IRELAND 


US trade mission arrives 

William Daley, the OS commerce secretary, arrived in Belfast 
yesterday describing the trade mission he is heading as “the 
most unique and important" he had undertaken in his 16 
months in the job. 

His visit coincides wrth a critical time in Northern Ireland, 
coming two weeks after a referendum In which a majority 
approved unprecedented political and constitutional change 
and during an election campaign expected to lead to restora- 
tion of devolved government In the province. Tbe mission 
involves 1 7 senior US corporate executives, including repre- 
sentatives of companies such as Boeing, General Electric, 
Motorola. Pfizer and Monsanto. 

Mr Daisy said yesterday the executives had been per- 
suaded by the Clinton administration to offer a collective 
show of support for the peace process. 

"Both President Clinton and l believe that peace and eco- 
nomic opportunity go hand m hand. The business community 
must be involved in toe process of peace for it to succeed," 
Mr Daley said. 

US officials confirmed an early gesture would come hater 
today with tlfe announcement that Boeing is stepping up its 
association with Short Brothers, toe Belfast defence and aero- 
space company. Jimmy Bums, Belfast 


Move clears way for Virgin flotation 


By Jonathan Ford in London 





www.excite.co.uk 


John Swift, the rail 
regulator, will this week 
give the go-ahead fur Rail- 
track's planned E2.1bn 
(S3.4bn) upgrade of the west- 
coast main line in a move 
that clears the way for the 
flotation of Richard Bran- 
son's Virgin Rail. 

The west coast main line 
links London with Glasgow 
and Edinburgh via the Mid- 
lands and the north-west of 
England. Virgin Rail, which 
runs train services on the 
line, is expected to announce 
its flotation next week with 
the aim of coming to the 
market in mid-July through 
on institutional placing valu- 


ing it at up to £250tn. 

The notation would repre- 
sent Mr Branson's first foray 
back Into the UK stock mar- 
ket since he took Virgin 
Group private a decade ago. 

Railtrack. the rail infra- 
structure group, has agreed 
to make extensive improve- 
ments to the 550- mile west 
const line that would more 
than double capacity and 
allow it to carry' trains at 
speeds of up to 1-IOmph. 

The improvements are 
expected to be completed by 
3005. but Virgin Rail will be 
able to run trains on the line 
at I25mph from 2002. 

Mr Swift's approval was 
needed because the upgrade 
deal involves an innovative 
i 


revenue-sharing agreement 
between Virgin Rail and 
Railtrack, as well as offering 
the train operator protection 
from competition on some of 
its routes. 

In conjunction with the 
upgrade. Virgin Rail has 

ordered 55 tilting high-speed 
trains worth £500m from a 
consortium involving Fiat 
Ferrovlaria or Italy and 
Alstom, the Anglo-French 
engineering group. 

Virgin Rail Intends to 
operate tilting trains on the 
west coast main line to avoid 
the need for a dedicated 
high-speed track. .Once in 
service, the trams will 
reduce journey V times 
between Loudon a* Glas- 


gow by U; hours to four 
hours. 

Mr Branson would bring 
Virgin Rail to the market at 
a time of optimism for the 
UK radway industry. Passen- 
ger numbers increased by 
about 7 per cent across the 
network last year - far 
faster than had been expec- 
ted at the time of privatisa- 
tion. 

Despite its poor reputation 
for reliability, the west coast 
main line increased passen- 
ger numbers by 13 per cent. 
This has helped Virgin Rail 
to turn round from an esti- 
mated £llm loss prior to pri- 
vatisation to a position 
where n is understood to be 
profitable. 
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DIVIDEND & INTEREST PAYMENTS 


THE WEEK AHEAD 


UK COMPANIES 


■ TODAY 

Abbey Natl Treasury FRN 

1399 $14.22 

BentaJia 3.l5p 

BOC 7%% Nts 2002 £72.50 

Brttteh-Bameo Ptrtm 1.75p 

Brixton Estate 5% Prf 6,05p 

Burford 155p 

Carton Comms 7%% Bds 

2007 27W5 

CRT 1.035p 

Denistron Inti Ip 

Derwent Valley 4.85p 

Eksportflnans 1 Nts 

1998 

Formirtster 2.l5p 
Gal lahor $07915 
Jiangxi Corner RMB0.02 
Jupiter Extra income 1.96S75p 
Lafarge FF 116.50 
L Gardner 2.7p 
Morgan Stanley Equity (Cl) 
8.548875p 

Norway FRN 2002 $143.77 
Qualceram IR£2p 
Reed Executive 1.5p 
Reed Inti 5% 1.75p 
Do 796 Prf 2.45p 
Rockwell Inti S0255 
Sainsbyry (J) 7V*% Nts 2002 
£72.50 

Uppsala FRN 1998 S309.65 

■ TOMORROW 
Action Computer Supplies 
1.25p 

Anheuser-Busch Cos SO .26 
Astac 1-25p 
Barr AG IQp 
BTR ADR S0.368 
English China Clays 7.5p 


European Inv 9%% Ln 2009 
£237.50 

Halifax FRN 1999 £189.43 
Inchcape 3.3p 
investors Capital Trust Inc 
Annuity Res Vtg 1.42p 
Do Units 1.42p 
National Power 816% Bds 
2022 £81.25 
P & O Dfrd 17p 
Quicks 4.5p 

Residential Mtg Secs Class a 

FRN 2034 £14122 
Do Class B FRN 2034 
£198.52 

Rugby Estate® 2.02p 
Templeton Latin America Inv 
0.35p 

Tenrteco Inc S0.30 
Whitbread 8Va% Deb 20121 
£4.0625 

■ WEDNESDAY JUNE 10 
AJItedSignal SO. 15 
Anglo Irish Bk FRN 1998 
£193.77 

Bank of Ireland Undated VRN 

$1709.03 

Chevron S0.61 

Datrontech 4_2p 

Dun & Bradstreet S 022 

Electronic Data Systems S0.1 5 

Si Lilly S0.20 

Exxon SO -41 

General Motors $0.50 
Do BDR 0.025 
Halifax 13%% Sub Bds 
£3406.25 

Do FRN 1999 $14.53 
Hercules Property Servs Ip 
Higher Education Sec invs 


Sedas 1 Class A1 FRN 2028 
£617.09 

Do Class A2 FRN 2028 
£652.40 

Do Class A3 FRN 2028 
£675.41 

Do Class B1 FRN 2028 
£775.68 

Do Class 82 FRN 2028 

£775.68 

IBM $0.22 

Japan Devlpt Bank 7%% Nts 
2003 £73.75 
Mobil $0.57 

National Australia Bk Sub Nts 
£198.18 

Portman Bldg Society FRN 
1999 £192.63 

Road Mngmt Gonsfd 9.18% 
Bds 2000-21 £459 
Standard Chrtd Undated 
Primary Cap FRN $310.92 
State Bk of New South Wales 
FRN 2004 AS64.42 
Texaco Inc Cap $0.45 
United Technologies S0.36 
Warner-Lambert S0.48 
Westpac FRD 2002 £1906.16 

■ THURSDAY JUNE 11 
Ascot 7.8p 
Bankamenca $0,345 
Chepstow Racecourse lOp 
E.I. Du Pont De Nemours 
7Vi% Nts 1999 $75 
Gibbon 6p 

Kobe Steel 4.7% Bds 1998 
Y470Q00 

London & Manchester 17.44p 
Lowland Inv 4.5p 
Mitsui 4.6% Bds 1998 


Y460000 

Mycal Bds 1998 
Y550000 

MY Holdings 0.85p 

Nippon Sanso 72% Bds 1998 

Y720000 

Ockham 3p 

Pfizer Inc Cmmn $0.19 

Portmeirion Potts 9.95p 

■ FRIDAY JUNE 12 
Abbott Mead Vickers 4.5p 
Anglo American Inv R5.2B 
Ashtenne 3p 

British Empire Secs & General 
Tst 0.25p 
Delphi 4.8p 

Eaton 12%% Ln 2014 £6.25 
Fairey 6.95p 

Five Arrows Chile Inv SQ.Q2 
Hammerson 814% Cv Bds 
2006 £162.50 
HapoaJim Inti FRN 2001 
$315.97 

Henderson American Cap & 
Inc 2.4p 

Ireland Residential Sec Class 
A1 FRN 2025 IRE1516.11 
Jupiter European Inv 0.7p 
Leicester City 0.3p 
McAlpine (A) 4.5p 
NSK 72% Bds 1998 
Y720000 

Ocean Wilsons 4.5p 
Osaka 7% Nts 1998 
Y700000 

Shanghai Inv Bds S5 
Turkey Trust 1.5p 
UK Estates 0.15p 
Wankie Colliery ZS0.1Q 
Weir 6.46p 


■ TODAY 

COMPANY MEETINGS: 

Dermis, Ngftcots HaU, NaUcote 
Lane, BerksweS, near Coventry. 

11.00 

BOARD MEETINGS: 

Finals: 

Aeal 

Alba 

British Land 
CPL Aromas 

Crttchley 

Bectrocomponants 
QEt fnti 
Hadleigh 

Powdered Pharms 
ReneM 
600 Group 
Satvesen (C) 

Silk Industries 
Stirling Group 
Unigate 
Video Logic 
Wadtfington 
Interims: 

Gooch & Housego 
SDX Business Systems 
Warner Estate 

■ TOMORROW 
COMPANY MEETINGS: 

Ashley (Laura), Harbow 
Rooms, South Dome, 1st Floor. 
Design Centre, Chet&ea 
Harbour. SW, 2.30 
Barlows, Chester Gfosueror 
Hotel. Chester, 12.00 
Bourne End Props, 9, Queen 
Anne Street, W. 12.00 
Derby Trust 1. Connaught 


Place. W, n.00 
McAlpine (A), Albert Room, 
Armoury House, City Road. EC, 

12.00 

Tarmac, Fleming Room, QE1I 
Conference Centre, Broad 
Sanctuary. Westminster, SW, 
11.30 

BOARD MEETINGS: 

Finals: 

Amberiey 
AngHsn Group 
BTP 

Charles Stanley 
Cropper (J) 

European Motor 
European Telecom 
Field Group 
Great Portland Eats 
Jarvis Hotels 
Northern Foods 
Severn Trent 
Vofex 

Wessex Water 
Yates Bros Wine Lodges 

Interims: 

Hrth Rocs on 
Fountain Forestry 
Raadicut inti 

■ WEDNESDAY JUNE 10 
COMPANY MEETINGS: 
Peterhouse, Leeds Marriott 
Hotel, Boar Lane, Leeds. 12.00 
Plantation & General Invs, 
Offices of Stephenson 
Harwood, 1 . St Paul's 
Chur ch y a rd, EC, 2.30 
Reunion Mining, Shandwfck 


Consultants, Aldarmary House, 

15, Queen SL EC, 12.00 

BOARD MEETINGS: 

Finals: 

Drummond 
Expro Inti 
Hambros 
Meyer Inti 

Scottish Hydro-Beet 
Stanley Industries 
Tinsley (Sxa) 

Whitehead Mann 


Interims: 

Granada 

Howie 

Leeds Grocp 

■ THURSDAY JUNE 11 
COMPANY MEETINGS; 

Aspen, BT Alex. Brown 
International, 135, Bfchopgate, 
EC. 10.30 

CMma Communications, The 
Dorchester Hotel, Park Lane, W, 
9.00 

Ross, UBS Ltd, 100. Liverpool 
Street. EC, 2.00 ’ 

Schroder Korea Fund, 33, 
Gutter Lane, EC, 3.00 
Springwood, The Stockyard. 
Ashby Road, Osgathorpe, 
Leicester, 11.00 

BOARD MEETINGS: 

Finals; 

Comlno 

European Colour 
Johnson Matthey 
Macdonald Hotels 


Monks Inv 
RegaKalt Prop 
Ststfing PubGshlng 
Symonds 
York Waterworks 

Interims: 

Dewhrot 
Lonrho Africa 
SHL 

■ FRIDAY JUNE 12 
COMPANY MEETINGS: 

Bertam, Tallow Chandlers' HaH. 
4, Dowgate Hm, EC. 12.00 

Dewhhst Group, Merchant 
Triors Hall. Aldwark, York, 

12.00 

Morgan Crocfcte, Hotel 
Intercontinental, 1 . Hamilton 
Baca. Hyde Park Comer, W, 
12.30 

Oxford Molecular, The 
Magdalen Centro, Oxford 
Science Park, Oxford, 10.00 
Rowe Evans, Tallow Chandlers’ 
Hall, 4, Dowgate Hill, EC. 12 JO 

Company meetings are annual 
general me et i n gs unhss 
otherwise stated. 

Reports and accounts are not 
normally available until 
approximately six weeks after 
the board meeting to approve 
the preliminary results. 

This list is not comprehensive 
since companies are no longer 
obliged to notify the Stock 
Exchange of Imminent 
announcements. 
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CONFERENCES & COURSES 


CONFERENCES 


Conferences 

& 

JULY 6 & 7 SEPTEMBER 3 & 4 

FT Corporate Property FT World Aerospace and Air 

Conference - Waning Transport Conference 

Strategies tor Business and Di«iingui»hcd speakers include Neil 

the Financial Community Kinnock, Member of the European 

This FT Conference will consider toe Commission: Adam Brown. Airbus 
increasing importance rtf property, both Industrie: Robert Ayling. British 
as a balance toe* and operations} asset. Airways pie: Pierre Jcannicu. IATA: 
The importance or financial msrtets John Weston CBE. British Aerospace 
and professional service providers will pta and Chris Avery. Paribas. 
alM be addressed. Contact: Joanna Edwards. 

Contact: Lucinda Roberts. FT Conferences 

FT Conferences TeJ: +44 171 5962120 Tel: f +44 1 171 FW.2S55 

Fax: *44 171 896 2696 Fax: l+44l 171 8>»6 2696 

E-mail: half parson proram Email: ftct^’peaRra-proxom 

Conferences 
& Courses 

Courses 

To advertise conferences, exhibitions, 


JUNE 10 
In-Trade '98 

Initiation r.> meet Ihe Shmjjfi Chamber 
of Commone ddeeouon. Sharph Airport 
International Fro: Zone. (Lnnnva Frcv 
Zone anJ Shxjah C.wnmcrrc & Tixaivm 
Dcvclnpineiii Aulhocili. at a vpccial 
hnrtinv "Dcoih: ra SiarhtC within toe 
exhibition tnim Ijn pm to 2. JO pm cm 
H» June. Ol vfxvul nuercii «»> UK 
companies involved in assembling, 
storage. Ji .inbuiion. rranvhipmcni. 
processing. canning and packing, 
nunuia.'tmv andlndimc 

Ol vmpin 2. LONDON 

JUNE 15 & 16 

The 3rd World Aluminium 

Conference 

Speakers i on Tinned lor this cicnl. id 
assocuiion with CRl 1 International. 
iruluiL- senior cveiulisi'v ircm Alcan 
Alunnnium Limn.'d. R<llit>«i Alumnimm 
BV Hydro Mumirixim Evinixton. Kai-*T 
VomLiun, Aluminum Irnl'islnes SDV 
BUT. ■Uuitijv In.- jr»J Mum am AO 
Comae: Lu. mda R."K-tT^ 

IT Coni :t:n.v. 
m n s‘w:i:« 

fas in 

I MJ.I- tt.i.i pcif«cnpr.'snn 
um* fr.. inr.-tw.es nn 

LONDON 


JUNE 17 


CRISIS AS CATALYST 

The Accelerated Change ol 
Korean Business Culture 

7*V ► y? ji ?-_£ --cr ■, ; ipTorri 13 
'Wif •! r'e: ws't a -rj-.-r or 
1 !-<_.■ ..-vi-'l-i-:- n r.ji: r; 
it sc- n ro PN I m. 

3-i?.T.-ris£'i- , w;a*-Ac-'i 
z cc* :ie 

i,V.-. tV. — as-xciJ r! 

► :rca- ’ 

SPEAKERS mCLUBE: 

OowkJP.Grroa 

PfongHwxKoo 

*■. -■"?'■ -V'-.r./.V 

Alien AmsBon 

yr 

HongKooLM 

Pmr Martin _ 

Lawrancn Klein 

U.-v.-T * F s’ c .' r s, ■ J'.J 
For Into cootacr 
Richanl HKsfcea* 

W- 13151 rWTKS ml 13 
Fatt2t:>rS3 7S3S 
NEW YORK cmr, USA 

B THE KOREA 50CFTY 


JUNE 18 

Wake up to Workflow - 
Breakfast/Lunch Briefings 

Your «|uciiioa* »ill be addressed be 
Icadsic cijvro Ln the theory, kxbnolops 
and pnk.nice ol Workflon. 

Time nttesicd now could uir your 

busme&s much mar bmc m the future. 

Rcsenahcn/aixnda cuntAl 

Chris Kasangh. Cmcom 

Tel *41 lh» SlSSOl 

E-mail: den Jfiapr/c«i«nJ«n 

iWx LONDON 

JUNE 22 & 23 

The 21“ Annual FT World 

Goto Conference 

Confirmed speakers include Ntr Peu-r 
Fa' a. Chairman, LBMA. Head of 
Prccims McuK HSBC Midland. Mr 
B»+by li.xKHl. Chief Exec disc Otilcer. 
Anrl.n-oJd: Dr Sleu-an Mums. Chic! 
EiCsxill'e. Gold Helds Mineral Services 
LfI. lx Rudolf Timk. Head of Treavurs. 
Sirare^y ttseum. Ausnui VuLtuI Bank 
and Mr lohn M WilLort. PresiJem and 
Civ el Lxecwive OlTi-rr. PU.tr Dane In^. 
Cinii .1 Sarah Gibb. FT Conferences 
Tel 'l ^ 3S>J Fax *d4|T| 

Email xjrahj'.: pranan-pro u-un 

BARCELONA 

JUNE 23 

Seminar on Strategic Issues 
facing the ESI 

• L-ojuvruv cflVienex itppdaiien. pncm4 
and •Ccirilsi and ho» vllii. i.n.; and 
rcluhiliij can fv -a. .noaed * Sceuim «*r 
supply, in :crrv of eenerali<.n.'!ue! 
r.-I'-tvk' jnJ rsl'soil c jpabilir evwiSx. 

• Vru.Para: ji-ane.-rxnt'- desel->ped in 
rc-.-vn ct> rrv'a)a:se> a»v) Kt.iiv.-.-'. rtccd- 
C -ia.r. !*i j sri.Yii-/ EJe.i-xnl Lnjmerr. 

:17| .LU VSXJ 

nd.-1u.- dr . ?' l'A3iri-5f.m 

F-rji- ttnir- -ireii^iA 
Ti.-xslsc.-a 

LONDON 

JUNE 25 - 28 ~ 

Linking (he Balanced 
Scorecard to Strategy 

rv-«'l rn.. proj.-,.,.; RcJv-r: Kapijn. 

founder •:>! iS- |l.,lar.-r.J Bumpcs 
5iT.ifC.srd j: hi» l»r»! pe-sonil IK 
tfn . sear ffe. and a fcp.la-s 
•pv.ike- rrrjl ,-is-: ?.-u the advice 
snj reej ;> ilfu-liT a '.ore.JiJ 

iirtp <c*xi H“Mpr-..«(ei!iy. , n.e uk 
Tel I'J.'I 'N.'LVFai '»IM '"vjjz: 
! null 

Ijjrc rullv.. 1 u-.L-e Irt-lli-s.-rur .o ill 

LONDON 


JUNE 29- JULY 1 
Third Roundtable with the 
Government ot Romania 

Meet the an kev decision -makers. 
With ihc panieipaaon of IVesideat Emd 
ConvlMlinnn and Prime Minister 
RadaVasfle. 

For imineduie rcyslration and a copy 
of die pa maumw e. please conLaer 
Monika Davies. 

The Economist Conferences 
Tel: r43.lt 71241 41 15 
Fax: 141.11714 bit* 

E-mail: mofrikadavie9tircfa.com 

Bucharest. ROMANIA 


urn o.ikoafcretKnxom 


utwoi.fK-onfeiCTice&com 


LONDON 


LONDON 


July 1 


Telecommunications: 

Which Profitability Today? 

PARIS 

Tuchnoioqical progress will rapidly 
lower icieconrmimcanons prices 
and chango or even sidefamj past 
profiiaprUiy rrodels Trie purpose 
ol this conference is to hcjMighl 
ihe proPmOility prospects of each 
Ousiness line m trie bgrit of new 
parameters such as technological 
progress, itoerah^ahon. trie Coom 
■n mobile telephones, daia 
transmission and the tormuJaUe 
poiential ol the ntemoi tap 
speakers. 

Information: 

Tel: 00 (33) 149 S3 67 47 
Fax: 00 (33)1 45 63 73 58 
oomerancestideaachM.fr 

Les Echos 

cuvij men 


JULY 7 -8 

IT -The Supply Chain Enabler 

• Evolving Supply Chains - Supply 
Chain Tracking • Y2K • Moving 
Irrfomurioci nor Pmduct • B afanoatt , 
Atxuncy & Scrricu • Data Warehousing 

• ERP • hkpaed Systems • Thai! Pany 
SC Solutions « ECU • E-Commcree 

• Imrancts/Extrancts • Virtual Slurping 
further i ri bnwfal <t fuB progacaner 
from Annette Sandfoad. Naiam) Mattriab 
HanflmgGMR. Crmfield Urdrasny. 
CrarficU. Bedford MK43 OAL 

TeL- +44 lOll 234 7.91323 
E»;+44|OJlZV»75aun 
Email: HajtnriW vuk 

WOBURN ABBEY 

JULY 13 - 17 _ 

Knowledge Management Series 

? days covering diflereni aspects of 
KM. Keynote pn-xmialion bv Fortune 
Magazine' Tom Stcaart. author of die 

Ncn Wealth of Ore ani micro "- Also 
World Bank's cvpenencr of Knowledge 
Sharing. Oiher pccsemeTs include CiBic 
City Univcrsrtj Business School: 
IMechE. Royal Mail: Knowledge 
Assoeiarcs; Conduit: Auconomj. 
LNSE-AD; Coopers ic Lyhrand 
UNICOM 

r uims r P1S95 si.iw 

mfo<i' uniKvn.co.uk 

LONDON 




tat email cmal Real Estate Furnace 
Conference “Creating a New 
Synergy: Etobal Partnerships 
in Real Estate Ftoawe" 

Sp o ra o nsd by the Mtvaga Bo*gh 
Amoriadon ol Amorca (MBAi.Tria 
onty (mmnedonal mat astxs femnoe 
eoritamnoo devoted a morfpQe 
lUvance proteaato oa s horn doeerts 
of naduni Suasions cover moert 
dnuHapmua n rno raridanM and 
commeioai sho w in anwykKj 
markats. Toptei nefado nuiiflafaral 
BeBvity, g ovemm o nt polcy partpoeUve. 
sneoroary systems, ueamatlonaltow 
Inoonie houshtg. mnwaDva tochnology 
and trade bomom. 

For Mariner MonMian contact 
MBA katamatlanri Dlvtaton 
1W: 203 061 6540 

Fax: 202 801 073B 
Emofl: IntamatlonalQmbaajMB 


H: 


Maul, Hawaii, USA 


JULY 1 

Business to Business: Secure 
Extranets and Electronic 
Co m merce 

Cjn." -ilJitv Jrd i..-.-faikd prv-en-Jiiort. 
■nan Mjnhji'an Bank. cEM.V 
L ojvr* I ; l-ri:-J. CM*.i. rltnil. Sun. 
Njilni.y. Mi'raenmi Media and 

pra.i .Jl i-i %itv 

and vn.tcv lul irrpL-niriilaiicn nl 
fm .inc > OKlti.'. .i-mpSuir.-i: »ith le-jal 
kn.'ivled.-c -h.inn; unpr.^'mp 
*uJnne" 'U.-'pli.-f nijli-nt. nurliling 
irtipJvt 
tNKMU 

i i.i i - a.- l n|s-i5 ‘f.t , '»r.* 

i*i|,*_ ui'i.-om .out 

LONDON 


27 July - 10 August 1998 || 

2 WEEKS DIPLOMA IN 

at 

Bobort KoHMy Baimslty Zartcti 

k.uff txia^ur rnxunnttv Okc part w 
can Suir.iiM Sesium. En-dciuh Stwlj & 
Centcim. rx. J »rek> w dim « the 
end ri die even a Piplonu in fanen 
NJmini'Tralii’n Iran Robert Kennedy 
I rertiwy Zuru.h ■ i.anlial SFTT'Ci 

■ Spaicn ftan Iral.ng tok» «xl 
firurvul tsvnnmsof Zvnch 

■ Tai<hrfe piefesii.vid’woridwxle 
lame 

■ FtJVranc Ckly to ifaa a Sna 
Inonu^nil Diftoru 

■ Open w all ina ihrotaare 
ro^Dsauooi 

TaW eo« tor afl 15 dxy* UNO 
Dd»ihg diptana fees, 
vcnfciuuv aodohop A tbstcsi 

r.iu .1 Surer KoroS l'ra>ei\j* 

-at : sm.MPtJeUx‘41 1 

hr. r t f aim war,. lcnardyieuveTO)uixn 


OCTOBERS 
Consolidate *98 

Europe’* men popular eveai m group 
franca! repo t ting systems, vtended by 
more thin 400 finance directors. 
coraroUers and systems axoucBanix. 
Featuring real lime benchmark mg n \ 
leading edge case studies and the 
wortd'a bcsl ucnsolidauon psoduco. 

To book. call. Forum Conference* 
■HUitOilxi 445 2tfi& 
orfax*44iQ||M| 445 7172 

Cafe RovaL LONDON 

OCTOBER 20 4 21 
Ihe 2nd Utility Congress 
- The Competition AudK 

A t»r» day conference and exhibition 
■irpanisk'J by L'tiJiiv Week magaeme 
will address key issues facing ihe utilhv 
industry Speakers include: ltd Nolan. 
RritHh Gas Trading: Keiih Orchbca 
Electricity Sapply AMoeUlion or 
Australia: /cbn Easton, Eatboo: CTuis 
Mrilor. Anjfflan Water, lohn Roberu. 
EJecirkity Association. Mike Bern is. 
Loodon Ekctricity 
Tel: *44 t>J2 3BIS 
Fax: *44 isi 65: Ms: 

E-mail- jogcUiencsS ibico uk 

BRIGHTON' 


COURSES 


= 17-19 

Minting Skills for 
Financial Staff 

• iJ.:r'i V ^ r ■ «a-: 

n-;u: r---.il— * K.'-a Ftfian.ial 
J‘e CVn.'r..‘rd • EV.-i : »«. I 
k^.i'cnt ai’t Hi'Jtcc Slice: 
nl .- 1 TL-J.ftin-:. Mar.j.-:«n-n: 
jinx. Flr.-si.,?, cn \njf>-.,x 
:.7. j! CultJ!i.'i<. K.-> Sj:ii'i. 
I,,,*. Mill'll- ■ Manatvcitnt 

■TJ-I.- Cirt.cpl. 

»urr*k\T 

.r hir. hm 1-i.Wi. na: p'.- 

Iddrewx: 

dnrd SL LC.W »\ V. Lwndutt 
;:i 'Onad.'F.'i i'»“i j:" 

;r hr^‘ **» hiKh-n-kVi 

LONDON 


•24 

Introduction to Oil 
Operations and 
n Economics 

r The In4ia.-U o! [VP'-icum. 

-■ ar.- 'invvl i: pjr. i ip.r-iv 

ijJ .i'-ra.i.'Jl aid '.e:v:;r 
. anat; v:- rm.-nlj I 
v who rrjutie an n'l-ncxl 
v; mfi'il j.tirn f-» the 
iJ innwiereu: ^i.kci.nmJ 
1 ci» trjujr. 

■| i'T T!! 1 ' 

I“l 2* S4-: 

LONDON 


JUNE 25 -26 

BPP training & Consultancy 
Marketing to Win Clients 

C 'i«« mj'-i ;-.r* ,ir mjrkctm-i iVc 
nj:u,e»v auJ -faft *llO have '.cme 
JjfSi .iT".: \ims in Jvaw h.-< they 
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T mul hprirJinm.-... ..■cipu-.vr.e.'.'iun 
CENTRA! LONDON 

JUNE 29 - JULY 1 
Essentials of Corporate 
Finance 

• Ci'Tifji.’ Ohr.liir- * 1 iiun.«i;.- 
C. mpj.ii.- • Dji-l \ E^rnn • Vli. \ ,n*j 
Xjlin'r.'n Issu.-v • Time Value vj 
M.'nr; DFF Ferhinquci • CnM ol 
Capul • Du ulmJ |‘.di.-icv • ETS 
.t n tt S £V5 * \ \T 
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New VUmc 
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JULY 1 ■ 3 
Evaluating Banks 

■ Uaitkinc bn pern .i.m and Ri--ub1n.m 

• F'lijn. r it tntrmni' n • kei Rrt«r. 
anil Capitjl Ade,)ua^> • Peliriral. 
fcvonemi.'. s-v ial and rekhiiol>.i”ii.a1 
Enk . • Cixjiiin Pi-4 Expimsc .\rul>aix 

• Eme^-oiv Millet: -TlieKrtk-.il Credtf 
Eaa?, ly.nsi.l|hoMJ.VlT 
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JULY 1-3 

BPP Training & Consultancy 
Understanding Investment 
Management 

Err dxne on to if* industry AaU ihi*r 
pmviduig a service to die imcslnwni 
maiugcaen scltpt. Thneush c*erv«w 
of die wnrktng^ of mvtttoieM nunagns 
A the markets ihey operata in plus toe 
bjswv uf vculcmcnl A global ,-uvtial) 

■ FunI nmagen £ toeir <«> les • Portfolio 
ditimex ■ World nputx Sl ban! marten 

■ SenleinenB <S casftd* * VjIbIWo £ 
rcrt'ixnuiKS 

OuillM & fertba- detaBs arailabk 

Cimtacc 

Tel: 0171 (Cl 8444 Fax: Ul"l 61S ^IS 
Fnurl.- hppera nnog'^ 

CENTRAL LONDON 

JULY 2 

The Ten Steps lo Turnaround 
and Restructure a Business 
In Korea, and Obtain 
International Investment 
Capital 

A practical workshop on how to 
mnunMind and roitractuie companies- 
Spew* Korea Chamber of CccuncM. 
Imlustrv -CurpcnK Resnwuw Caver, 

and C&K CaprtJl Corponinon 

Tel- USA 'MO 477 6W 

FaxtiSAWiTTrixn 

E-Mail. IPettraf.jCKCoopa.4oan 

SraaL KOREA 


training courses to approx 1.2 million 
readers worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


Financial Times 


OCTOBER 28 

The 3rd Annual FT Diamonds 
Conference 

This year's meeting will provide a nratpie 
opprm u nity to gain msighi «*o toe beea 
developments in toe world diamond 
imirajy and a poaerfui forum (o rvra-ori 
wnh pnfcanul panners arid clkms. 
Orttxr Sarah Cddx. FT Corfercnra* 
Td:*-W ITl SVbai.V) 

Fax: «44 171 Sffc 2eWb 
Email: '•rahi’S peaneB-pro.com 

LONDON 


NOVEMBER 7 -11 
M1LIPOL 

International Security 
Exhibition 

Slate security, industrial security, local 
community security, civil defence and 
otoer - ccUhs of toe security industry wfl! 
becxhtoiied. 

Rw detailed intonation 

Fax; Arab-Brurih Chamber of Commerce 

Ul7l X0644U9 

or fix: IMPEX 00 33 1 4b 2791 S3 
Doha. QATAR 


DECEMBER 7 & 8 
The 17th FT World Pulp and 
Paper Conference 
Once agnai toe conference will provide 
you with unique opportunities in gain 
insight into toe world pulp and paper 
industry and lo network with potential 
partners and clients in a powerful I'orum. 
Enquiries: Lucinda Robots. 

FT Conferences 

Tel: +44 171 #>6 2130 

Rra444l7IMbSWyai97 

Email: hcavdaj^'pcarvorvpitu.pm 

Web: w-wu-.ftoenfenatMturorn 
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LANGUAGE COURSES 


JULY 2 - 3 

BPP Training « Consultancy 
Swaps! 

An ra trod ixc lion to swaps for rrairtee 
dealers, sales people, auditors, 
investors... Highly practical course 
covering the itrurroie, use & variation 
of (he common swap types, with an 
men lew of trading practice & escnial 
mathematics • Development of the 
market • Interna talc swaps ■ Cuitency 
swaps * Swapped bend ilsucs ■ Maii- 
lO-nurkct ’ Dccumcoaiicn 
Oatltaw & farther details available 
CootacT. 

Tel: 0171 6HS444 FlV 0171 da Tk|K 
Email: bpptninii^ compuserve.ctim 

CENTRAL LONDON 

AUGUST 2 -7 
%ategic Brand Leadership 
in Banking • gaining 
competitive advantage 

Speakers include senior dhecton from 
Lloyds/TSB, Halifax. ABN AMRO. 
Sundard Chartered. Salomons, AIB 
Bank And ethers from Europe mu] USA 
5 day*, C2JM * VAT (toe fades meat*, 
accommodaiira A merialsl 
Cboaci: Paula Lynch 
Buefctfi Tram mg L Censuhlng 
Tel- *44 171 WJ 6633 
Fm:*-W 171 920ri644 
Email lynchpSbuchBLcetn 
Downing College, CAMBRIDGE 


To advertise in 

Language 

Courses 

Please contact Jade Sanderson 
on +44 (O) 171 873 3507 
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LANGUAGES 
FOR BUSINESS 

♦ Tattred tunn for txncess nets* 

♦ Courses ter ndrwiub ad grouw 

♦ tvcorrxuny or m tar centres ei 
lonfion. Qxfeni Bngttcn Kent art 
Edtnhurtfi 

♦ E*pw teacw^ « owr 40 
bngMges ndiiang Engfei 

RagMt Unguaftoena 

31 John Adam SL . IcMon VVC34 
Weebonr. 0171 839 3522 
FAK0171 839 3677 


Language 

Courses 


i-AST, EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer’s language 
have made the 
difference ? 


Did your last meeting overseas go as weU as you had 
hoped? No 7 Why not? Did you lose out to a competitor 
who did speak tiie language of the customer ? 
Don't fat ft happen again - 

Call BERU7Z for details of 'Doing Business in' 
Frsnch/German/Spanish NOW on 

0171 - 915 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 -226 7198 

Helping the World Communicate. 
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WEAPONS THAT BUND OR POISON 

HAVE BON BANNED. 

SO WHY B THE WEAPON THAT DB 

THIS STILL LEGAL? 


There are some weapons so 
abhorrent that their use simply 
cannot be permitted. 

The horrific effects of poison 
gas in World War I saw this 
weapon banned in 1925. 

The insidious blinding laser 
joined this list in 1996. 

But there is one weapon that 
causes untold human suffering 
and still continues to be used. 

That weapon is the landmine. 

Anti-personnel landmines are 
frequently laid in a haphazard 
fashion and continue to operate 
long after a conflict has ended. 

Which means the victims 
tend not to be soldiers with 
ample medical support, but 
poor men, women and children 
playing no part in the conflict. 

Today, somewhere in the 
world the life of another young 
child will be cruelly shattered 
by one of these weapons. 

Just one of seventy civilians 
who fall victim to the landmine 

every single day. 

That is why the International 
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Committee of the Red Cross is 
leading the call for a total ban 
on the production, export, use 
and stockpiling of anti-personnel 
landmines. 

The weapon that mutilated 
this defenceless child cannot be 


allowed to continue its carnage. 

Before another century starts, 
landmines must be stopped. 



INTERNATIONAL COMMITTEE OF THE RED CROSS (ICRC) 

LANDMINES MUST BE STOPPED 
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INSIDE S TRACK 


PROFILE JURGEN DORMANN, CHAIRMAN OF HOECHST 


q Defender of the revolution 


remains loyal to strategy 


^ o O 

„ * °o 

O o ol . 


The man who broke down barriers at the German 
chemicals group tells Graham Bowley his policy 
is right but getting his ideas across is a problem 

If JQrgen Dorm arm is strategy, rather errors in badly 


p feeling any strain, the 58- 
year-old chairman of 
Hoechst. the German chemical 
and pharmaceuticals group, does 
not show it He is relaxed and 
tanned, and there is a twinkle in 
his eyes as he leans forward to 
explain why he will not abandon 
the revolution he has set in 
motion at his company. 

“The strategy is unchanged. 
We have outlined that we want 
to focus on liTe sciences and we 
are doing that, step-by-step.” he 
says. 

But summer 1998, four years 
after he took over the top job at 
Hoechst, finds Mr Dormann at a 
low ebb. First, investors have 
become impatient at delays in 
restructuring. Their frustration 
depressed Hoechst shares - by 
mid-May they had under- 
performed the shares of Ger- 
many's top 30 companies by 30 
per cent during the previous 
year, although in recent weeks 
they have begun to recover. For a 
man who was once the stock 
market’s darling, who set out 
declaring he would be judged by 
the financial markets, that is a 
heavy burden. 

Second, the reason Hoechst 
shares have rallied may not be 
altogether welcome. There have 
been persistent rumours that 
rival chemical companies may be 
preparing a takeover bid. 

Mr Dorm aim is also facing 
revolt from employees p r ot es t i n g 
at job cuts (the workforce will be 
reduced by almost 80.000 by next 
year, although this is due to 
divestitures as well as redundan- 
cies) and spending reductions. 
Some in Germany portray Mr 
Dormann as a cruel destroyer of 
jobs who is ruining a once-proud 
Ger man company. 

When asked about the pressure 
he must be feeling, the calm exte- 
rior of this lean, aesthetic intel- 
lectual becomes ruffled, his eyes 
flash and be dismisses the ques- 
tion with a wave of his hand. He 
admits to mistakes but not of 


managing investors’ expecta- 
tions. “We have done a poor job. 
We are on the learning side. It 
will improve ... I did not dampen 
the expectations of the market 
early enough,” he says. 

Just over a year ago, the revo- 
lution was on track. Mr Donnann 
was breaking down barriers at 
Hoechst. He was making the 
company more transparent for 
investors, adopting international 
accounting standards, preparing 
for a listing on the New York 
Stock Exchange and Uniting exec- 
utive salaries to the share price. 

Most Importantly, he was divid- 
ing the sprawling, old-fashioned 
chemicals conglomerate, 
Europe's biggest, into several 
separate businesses. This clearer 
structure meant each division 


HMR was to be floated to pro- 
vide Dormann with funds to buy 
the remaining stake Hoechst did 
not own in Roussel Uclaf. The 
Roussel minority shareholders 
would be allowed to swap their 
stake for shares in the newly 
floated HMR. But Mr Dormann 
says that circumstances changed, 
making the flotation undesirable. 
The opportunity arose to sell 
another division - Hoechst's 
struggling speciality chemicals 
business - to Clariant of Switzer- 
land. That sale gave Mr Dormann 
money to buy the remaining 
Roussel Uclaf stake without hav- 
ing to hand out HMR shares. 

The wisdom of this decision 
seems vindicated: Clariant has 
prospered and the stake retained 
by Hoechst haq pamud impres- 
sive returns. But investors have 
not forgiven Mr Dormann for 
breaking his promise. 

Michael Stone, chemicals ana- 
lyst at Deutsche Morgan Grenfell 
in London, says: “There was 


He admits his task is to deflate 
expectations. He plays down the 1999 
profits target and asks investors to look at 
the drugs HMR has in the pipeline 


Trevlra polyester businesses and 
has raised the idea of floating 
Celanese, its organic chemicals 
business, and Tirana, the poly- 
mers unit. This has won praise 
from analysts and could be the 
real explanation for the rally in 
the Hoechst share price. 

But the disposals are not Mr 
Dormann 's only problem. HMR. 
t he pharmaceuticals division that 
is now Hoechst’s mam business, 
is not performing welL There are 
cultural problems in joining 
together three very different 
companies in separate countries. 
There are also worries that 
HMR's laboratories are not com- 
ing up with enough frrmtmg new 
drugs to ensure a bright future. 

Mr Dormann defends the 
chang e that has tamed HMR on 
its head. He says restructuring 
was necessary to break the cosy 
practices that used to typify 
Hoechst “The changes we made 
and the noise we caused were 
because some people did not 
want to see change ... Over the 
last 10 years we have invested 
DM18bn (£6.1bn) in research and 
development in pharmaceuticals 
alone. This cannot go on. The 
question is not just to spend 
money for R&D bat to bring prod- 
ucts to the market and make 
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could be judged on its merits, 
while Hoechst would become a 
strategic holding company. 

Mr Dormann 's ambitious plan 
was to concentrate an Hoechst's 
pharmaceuticals and agrochemi- 
cals activities, so-called life sci- 
ences. These involve a lot of 
research and command attractive 
premiums. He would sell or spin 
off into joint ventures the group's 
other chemicals activities, and 
bolster drugs activities with big 
international acquisitions. Finan- 
cial markets loved the changes 
and Hoechst shares soared. 

It all started to go awry last 
year when Mr Dormann reneged 
on a promise to float Hoechst 
Marian Roussel, the pharmaceuti- 
cals business built by melding 
Hoechst's drug operations with 
Marion Merrell Do* of the US 
and Roussel Uclaf of France. 


euphoria surrounding Hoechst 
but then the market began to 
take a more circumspect view 
about what to believe about the 
pace of structural change.” 

Mr Dormann remains unapolo- 
getic: “I am convinced today it 
was the right decision to keep 100 
per cent of the business. These 
were the right moves. But how to 
co mmunicat e this back in 1996 
and in a very short time?” He 
shrugs. Since then investors have 
attacked Mr Dormann because 
other businesses earmarked for 
disposal, such as Messer, the 
industrial gases group, have still 
not been sold or spun off. But Mr 
Dormann Insis ts he will not be 
rushed into selling. 

In the past weeks, he has nev- 
ertheless begun to address this 
criticism: Hoechst has rushed 
through the sale of most of its 


money.” 

But he admits that his task is 
to deflate expectations. He plays 
down the 1999 profits target - 
operating profits at 20 per cent of 
sales by the end of that year - 
and asks investors to concentrate 
on the drugs HMR has in the 
pipeline, which he insists is 
Improving. 

Until Hoechst is once more val- 
ued by the stock market as it 
should be, be says, it will stay 
aloof from the pressures towards 
consolidation that are being felt 
elsewhere in the industry. 

But Mr Dormann draws com- 
fort from the fact that Hoechst 
shares remain the mast actively 
traded of any German company 
on the New York Stock 
Exchange, where Hoechst listed 
last autumn. “There is a high 
degree of interest We stick to 
our strategy and we come back,” 
be says, the sparkle returning to 
his eyes. 
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ESSENTIAL GUIDE TO JURGEN DORMANN 


Early fife: bom Heidefoerg, 

January 1940. He is no chemist, 
but studied instead history, music, 
tterature and economics at 
universities in Cologne, 

Berlin, WDrzburg, Basle and 
Heidelberg. 

Career has spent 35 years of his 
life slowly cflmbing the corporate 
ladder at Hoechst 
Joined in 1963, In one of 
its sales and marketing depart- 
ments. Became a board member in 
1984. 


Made a name for himself in 1986 
when he oversaw the takeover of 
Celanese Corporation of the US, a 
division he now plans to float or 
sefl. 

In 1987. became chief financial 
officer, with spectai responsibifties 
for i n form a t io n technology. 

Appointed chairman in April 
1994, replacing the dour Wolfgang 
Hflger. 

Says he had recognised what 
needed to be changed at the 
company long before he was 


promoted to the top job. 

Social fife and hobbies: a father 
of four, he fists hill-walking, 
reading, and football among his 
hobbles. 

Told a newspaper In 1994 that 
his desired occupation was to be a 
writer. 

Favourite author: Goethe. 
Favourite composer: tort. 
Motto: Der Mensch irrt - sofang or 
strabt. roughly translated as 
he who tries hard will make 
mistakes. 




LUCY KELLAWAY 


No easy way to fire Gazza 


There are some pieces of news that will always go down badly 
and some situations for which management tips are futile 


CHAIRMAN Of JUDGES 

Sir Colin MarshaB 
CfW President and Chairman, British Airways 


Announcing the Final Judging Panel of the 
1998 I PA Advertising Effectiveness Awards 


MXaNGMNQ. 
David Be* 
Chatman, hnanoat Times 


Steve WflBamson 
Director of finance, SmizhKlinc Beecham 


John Lee 

Croup ffensonnel & Services Director. Halifax 


This year's judging panel for the 1 0th biennial IPA Advertising 
Effectiveness Awards brings together chairmen and chief 
executives, finance and marketing, business development 
and personnel. 


Guy Walter CBE 
Chairman, Von den Sergh foods 


Tim Mason 

Director of Corporate Marketing, Texo 

Adrian Herefo rd 
Director, Talk 21 si Century, BT 


All united in a common cause: to evaluate advertising’s 
contribution to consumer sales, employee morale, supplier 
loyalty and shareholder value. In short, to examine the 
manifold ways in which effective advertising impacts on 
total company performance, and to award prizes accordingly. 



SPONSORED BY THE FINANCIAL TIMES & THE MARKETING FORUM 

IN ASSOCIATION WITH fS&A. TH£ MARKETING COUNCR. AND THE CHARTERED INSTITUTE Of MARKETING 


For more information contact the Institute of Practitioners in Advertising, 44 Belgrave Square, London SWIX 8Q5 
Tel: 0171 201 8206 Fax: 0171 245 9904 e-mail: lesl6y@i(KLC^uk 


Here is how you are 
supposed to sack someone. 
You cafi them into your 
room cm any day apart from 
Friday. You tell them clearly 
that they are fired and you 
give a reason. Then you shut 
up, allowing the person to go 
through the usual cycle of 
disbelief, anger, depression 
and acceptance. 

On the face of it, Glenn 
Hoddle. manager of the 
England football team, did 
not start off too badly. 

-Paul” he apparently told 
the recalcitrant star. Tm 
sorry hut you are not 
coming to France. You are 
not fit enough.” As messages 
go. it could not have been 
clearer. 

But instead of going 
through a cycle. Gazza went 
through the roof and stayed 
there. "I completely lost it” 
he told The Sun. "I went 
mad, berserk. I was shouting 
and swearing. I couldn’t 
believe the injustice of it” 

Management texts suggest 
the best way of dealing with 
someone who is angry is to 
say something like “I can see 
that yon are angry”. Hoddle 
evidently did not try that 
one: if he had, he might have 
ended up in hospital. 

But could be have handled 
it better? According to the 
Industrial Society, he could. 
For a start, there is no 
excuse for delivering a bolt 
from the blue. Any manager 
who has not prepared the 
ground in advance has not 
done his job property. 

Second, the message could 
have been better packaged 
with more supporting 
evidence, concentrating 
more on the what than the j 
who. And finally, Hoddle 
should have made sure that 
Gama had somewhere 
neutral to go afterwards to 
cooldown. 

All good advice, probably, 
but I am not convinced that 
any number of management 
tips would have made any 
difference. There are some 
pieces of news that are 
always going to go down 
badly and there are some 
people who are always going 


to go berserk. Had I been in 
Hoddle’s position, I would 
have done one thing 
differently. I would have 
gone out and bought a panic 
button of the sort used by 
personnel officers in one big 
bank recently when it wait 
on a firing binge. 


I regret to inform you that 
, managementspeak has 
become even trickier. It ls no 
longer enough to learn new 
buzzwords: now simple, 
everyday words suddenly 
mean something else. 

. Take the following 
example from the annual 
report of consultants 
Greenwich Associates: “True 
growth is very different from 
mere expansion - because 
“Growth” means getting 
better, while “Expansion” 
only means getting bigger . * 

That was news to me, and 
if it had come from anyone 
else I would have binned it 
But Greenwich Associates is 
at the forefront of 
managipmpntigp aafr anri 
deserves to be taken very 
seriously indeed. 

Consider its motto: “Our 
con tinning Dream is to 
develop as a professional 
firm that continues to 


achieve greater and greater 
sustainable harmony 
between the disciplines of 
internal and external 
objectives.” This is the 
perfect mission statement. It 
sounds impressive with all 
those lovely words. But 
when you start to unpick it, 
it seems to mean nothing 
whatsoever, which is 
presumably the point The 
only weak spot is the 
“continuing Dream”, which 
implies that the company 
will remain fast asleep, 
which may not be quite the 
message they want to get 
across. Unless the unusual 
use of the capital D is a 
signal that they have 
changed the meaning of the 
word dream as well 


these issues, and - surprise, 
surprise - they have found 
out what you could have 
told them for nothing. 

That is not to deny that 
their study added value. 
They discovered that the 
average rude employee is 41 
years old (the range was 19 
to 72). So now you know. 


Are people sometimes rude 
at work? Obviously. Are 
people more likely to be rude 
to underlings than to 
superiors? Of course. Is it 
nice when someone is rode 
to you? No, it is not. 

You might think it was all 
a bit, well, obvious. Yet 
researchers at the University 
of Carolina have been 
conducting a “four year 
multi-method, multi- 
disciplinary study” into 


Take care if you have been 
to the dentist recently. Take 
extra care if you have a new 
suit, a new haircut, if you 
leave work on time, or ifyou 
ever talk quietly on the 
telephone. All are tell-tale 
signs that you are secretly 
looking for a new job. That 
is, according to a survey by 
headhunter Robert Half. 

I can offer some simpler 
explanations. I go to the 
dentist a great deal, a sign 
that my teeth are terrible. I 
always leave work on time, a 
sign of my superior time 
management If I wear 
something new, it suggests I 
have been shopping. A new 
haircut signals that my hair 
had got too long, and talking 
quietly on the phone is a 
sign that I have a life outside 
work. If I happen not to be 
looking for another job. it 
may be because my 
employer is sensible enough 
to allow me to do all these 
things without jumping to 
any conclusions. 
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INSIDE TRACK 


INTERVI EW LUCA Dl MONTEZEMOLO, CHAIRMAN OF FERRARI 


Enthusiast 
numero uno 


Paul Betts finds the man behind the 
revival of the legendary marque is 
perfectly suited to the part 


Luca cti Montezemolo 
( is the Kind of 
you expect to find 
driving a Ferrari. Good- 
looking, flamboyant, charm- 
ing in that easy, jet-setting 
manner. You would expect 
him to dabble either in the 
Shn or fawhinp business - 
perhaps both. Yet Mr Monte- 
zemo lo has run for the past 
eight years what he himself 
concedes is a most peculiar 
manufacturing company. 

After organising the 1990 
soccer world cup in Italy, he 
was brought in by Fiat, the 
Turin automotive conglom- 
erate, to revive the fla gging 
fortunes of Ferrari. Fiat’s 
pedigree sports car subsid- 
iary had fallen on hard 
times, both an the Formula 
One circuit and in the com- 
mercial market 

Its legendary founder, 
Enzo Ferrari, died in 1988 
and the company had lost its 
way. It was battered by the 
crisis that hit die world car 
industry in the early 1990s, 
and if it was selling cars it 
was solely because of its 
name. 

This is no longer the case. 
Ferrari is back on top, giving 
McLaren a run for its money 
In the Fl championship »tid 
manufacturing again what 
are arguably the best and 
most exciting sports cars in 
the world in spite of growing 
competition from bigger 
rivals such as Porsche, 
BMW. Mercedes, Jaguar and 
Aston Martin. 

As Michael Schumacher 
screeches around the nearby 
FI test track, Mr Montezem- 
olo explains why Ferrari is 
unusual. It does virtually, 
everything in-house at its 
small plant in Maranello, 


outside the central Italian 
city of Modena: from the 
foundry to the final assem- 
bly line. “We are like Gen- 
eral Motors with the samp 
problems but on a gtnnTiar 
scale,” he says. 

“We sell our cars in 40 
markets accounting for 
about 90 per cent of the 
world automotive market. 
And we export 90 per cent erf 
our production. In we 
are girnflar to the fashinn 
industry except they only 
export design while we also 
export technology.” 

After reorganising and re- 
engineering the plant, win- 
ning important labour con- 
cessions to improve produc- 
tivity through a system of 
performance pay related to 
quality of output, Ferrari 
renewed its car range “keep- 
ing the key elements of a 
Ferrari but addressing new 
market demands”. 

Hie three matn character- 
istics of a Ferrari, Mr Monte- 
zemolo explains, are extreme 
performance, design and 
emotion of driving. 

“Extreme performance is 
not just speed. These days 
you can buy a Golf GTi with 
super speed. It means you 
can do anything such as 
braking in one centimetre. 
The car also has to be like a 
girl making you fall in love 
at first sight As for emo- 
tions. the gn gfrip must gfag 
to you and the car must 
make you feel you are driv- 
ing something unique." 

At the beginning of the 
1990s. Ferrari ’s range was 
based on two models, “with 
two seats, very uncomfort- 
able. very extreme”, he says. 
“We decided to do a number 
of things: build cars that 


were less difficult to drive, 
keeping the basic Ferrari 
characteristics but which 
were not just for rich collec- 
tors but something for 
enthusiasts to enjoy. We 
then developed a email 
range of products with the 
slogan ‘different Ferraris for 
different Ferraristi’: one 
with the engine in the front, 
another in the back, a two- 
seater. a twoplus-two seater. 
We also now offer 17 differ- 
ent colours and you are no 
longer obliged to buy the 
Ferrari red.” 

As a result, Ferrari s man 
ket broadened. Mr Monte- 
zemolo toyed with the idea 
four years ago of building a 
smaller, less expensive Ferr- 
ari. “But I've decided I'D 
never do a small Ferrari. It 
would destroy the concept 
just as I will not produce 
mere than 3*500 cars a year 
in spite of far greater 
demand because I want to 
preserve the marque's exclu- 
sivity. I don't want to take 
any risks on quality and 1 
don't want to lose control of 
the used car market” 

There is strong technologi- 
cal support “We spend mare 
than any other car manufac- 
turer on research and devel- 
opment as a percentage of 
sales,” he explains. Ferrari 
last year spent about LlSOhn 
(£52m) an RAD on that 
topped the LLOOOhn mark for 
the first time in the compa- 
ny’s 51-year history. Pre-tax 
profits were also sharply 
higher at L37.Sbn compared 
with Ll2bn in 1996 reflecting 
the company’s turnaround. 

To consolidate its position 
in the super sports car mar- 
ket, Ferrari continues to 
glean new technology from 
its motor racing activities. It 
recently adapted its Fl 
transmission system 
whereby the driver changes 
gear by flicking groan pandc 



Moatazoraokx 'The car has to be Bob a girl making youfafl in love’ 


on each side of the steering 
wheel to its 355 sports cars. 
Mr Montezemolo believes the 
system will eventually 
“revolutionise the way we 
drive”. Already BMW is con- 
sidering introducing such a 
system and flat is also plan- 
ning to adapt it to some erf 
its models. 

The problem for Ferrari is 
that there is a limit to 
extremes. “You cant keep 
pushing the prices up [they 
start at $150,000] because 
you might as well then buy a 
helicopter and you can't 
keep pushing up perfor- 
mance because you will end 
up with a jet and not a car," 
Mr Montezemolo says. 

For this reason, he has 
also been nurturing the Ferr- 
ari numero uno image. The 


idea is to make Ferrari own 
era feel special. Thus cus 
tamers since last year can 
customise their cars to m akp 
them unique. Customers can 
also tour the plant, take spe- 
cial driving courses and gain 
a pilota Ferrari certificate, 
and acquire a range of prod- 
ucts from expensive watches 
to golf bags developed under 
careful licensing and mer- 
chandising agreements to 
protect and enhance the 
famous brand. 

“It's also quite a good little 
business." he says. Merchan- 
dising last year earned Ferr- 
ari L20hn in royalties. Dis- 
playing on his desk samples 
of his catalogue, Mr Monte- 
zemolo quickly adds he has 
no intention of turning Ferr- 
ari into “a supermarket”. 


MANAGEMENT MASERATTS MODERNISATION 

Rebirth in the fast lane 

John Griffiths on the uniting of Rat’s two 
luxury car operations for a global relaunch 

m 


A network of 1,000 
component makers 
supplying Fiat’s Ferr- 
ari and Maserati exotic cars 
subsidiaries is to be cot to 
fewer than 400 as part of a 
global relaunch for Maserati, 
the luxury sports ca rmake r 
bought by the Fiat group 
from De Tomaso in 1993 to 
save it from bankruptcy. 

Maserati. which has been 
placed under the control of 
Ferrari managing director 
Paolo Marinsek, is to share 
components suppliers - 
although few components - 
and showrooms with Ferrari. 
The two companies will also 
develop joint logistics, 
administrative and other 
activities where savings can 
be made without compromis- 
ing either company's iden- 
tity, says Mr Marinsek. 

The 60-year-old Maserati 
factory at Modena, northern 
Italy, has been completely 


re-equipped by Camau. Rat’s 
robotics and process equip- 
ment subsidiary. There will 
be several new mo dels - the 
first a coupe to be unveiled 
in Paris in September. • 

The modernisation of the 
factory aims to demonstrate 
that the severe quality prob- 
lems that have plagued Mas- 
erati - last year sales fell to 
less than 700 - area thing of 
the past, says Sergio Bars- 
sari, production director. 

The assembly facilities, to 
which more than 300 work- 
ers are returning, include a 
line of advanced “cradles” 
allowing the first car in pro- 
duction - a heavily revised 
version of the Quattxopurte 
saloon - to be worked on 
from any angle. Some 400 of 
the car’s 800 main compo- 
nents have been changed as 
part of the quality drive, 
says Mr Marinirek. 

Some L20bn (£7m) is being 


invested in Maserati’s 
revival - a small amount by 
Fiat standards but signifi- 
cant for an operation that 
expects to produce only 1,000 
cars this year, 2.000'in 1999 
and not reach 6.000 units 
until early next century. 
Breakeven should come at 

the 3,0004-year level, accord- 
ing to Mr Marinsek. 

However, a question mark 
hangs over the true extent of 
Fiat’s ambitions for Maser- 
ati Its cars, which will 
includft an open twoseater 
and new saloon by 2002, aim 
to sell in the $7D.000-$125JX» 
(£43*000475,000) range - sim- 
ilar to Jaguar models achiev- 
ing 40,000 annual sales or 
mare. 

“Maserati is not much like 
a Jaguar; it is more sporty 
and appeals to a smaller 
market," says Mr Marinsek. 
Nevertheless, he does not 
rule out MaBerati's output 
eventually rising above 6900 
- although to do so would 
require an additional plant 



High teefr The ’cradles' at the re-equfcped Modena factory 


This would not present too 
many difficulties, as the 
MnHpna plant is mainly an 
assembly facility. Bodies for 
the Quattroparte are deliv- 
ered from Goldcar, an inde- 
pendent fabricator in Turin, 
to Ferrari where they are 
painted before being shipped 
from Modena. Gearboxes are 
supplied by independents 
Getrag and BTR. The twin- 
turbocharged engines are 
Maserati’ s. but are assem- 
bled at Modena. The engine 
castings come from Zeus, the 
UK foundry concern, and 
Ferrari’s foundry at Mara- 
nello. And tiie new coupe's 
body is outsourced, from 
Turin bodybuilder hear. 


Maserati’s dealer network 
wifi more than double to 39 
countries. By September it 
intends to have 115 dealers 
compared with the current 
61 - an ambitions pro- 
gramme made possible by 
giving Maserati space in 83 
Ferrari dealers’ showrooms. 

One of the most significant 
steps for Maserati’s rebirth 
win crane In 3001, when the 
launch of a two-seater con- 
vertible will take the com- 
pany back into the North 
American market, from 
which it has been absent for 
some years. The product 
range will be completed with 
an all-new saloon a year 
later. 



TIM JACKSON 

ON THE WEB 


Persistence translates into success 


Many jntamet-based companies fail first time round. But 
reassessing the business model may often transmute failure 


Businesses (in the web, like 
those elsewhere, often 
succeed at the second 

attempt after an early 
version has proven flawed. A 
case in point is Onsale, the 
online anr titm house that 
was forced to abandon 
acting as an agent for sellers 
and instead became a 
retailer. Itsthird birthday 
this ip pn tb- Onsale is now a 
public rwropany with a 
market capitalisation of 
about j6oom(£36an). 

With hindsight, the shift 
in emphasis may seem 
obvious, but at tiie time 
things can look very 
differ ent Take Aleph.com, 
an online translation agency 
covered in this column in 
April 1997. 

Aleph was founded by 
Mirhapl Demetrios, a San 
Francisco-based consultant, 
on the premise that the 
fragmented translation 
Industry is ripe for 
consolidation via the 
internet With his own 
money and a single backer, 

Mir Demetrios built a web 

site where customers 


needing translations could 
specify the languages they 
wanted, browse the CVS of 
individual translators, and 
obtains quote based on 
word length and experience 
of translator. Jobe were sent 
to and from translators all 
over the world via e-maiL 
- ' The service had 
advantages over traditional 
agencies. Translators 
generally live In tim country 
of the language they are 
translating ; implying more 
familiarity than an 
expatriate who lives abroad. 
And Aleph used its low costs 
to reduce prices - receiving 
1035 per cent of the price, 
compared with 50 per cent 
charged by most agen cie s. 

By April 1997 MT 
Demetrios had signed up 
blue-chip customers 
including Rockwell, The 
Gap. Hewlett-Packard. 
WrtrfTig and Bell Labs, as 

weD as 3JX» translators. 

However, there was little 
business, and, according to 
one account, Aleph failed to 
raise the *500.000 needed to 
achieve $3m in sales. 


At Hu* «amp tmn* he made 
a presentation at the 
Venture Market conference 
organised by the Red 
Haring ma gazine in San 
Francisco. Among his 
audience was Massimo 
Fuchs of WcridPcdn t, an 
Hawaii-based eteettunio 
commerce company. Last 
autumn WorldPoml acquired 
Aleph. paying for the 
company with an 

undisclosed quantity of its 
own stock. An indication of 
toe price can be semi from 
Mr Fuchs’ estimate that 
Alepb’s sales in 1997 were 
$150,000. 

Last week WorldPaint 
reappeared at the London 
Venture Market conference 

reincarnated as a company 
on a mission to offer 
“onekdick multilingual 
w ^n n u ininwljnrwi solutions*. 
Mr Puchs has made several 
changes to Hue Aleph 
business model Gone axe 
the translator's CVs. * 
WaridPoint promotes itself 
as a seamless, translation 
brand with quality- 
assurance. Gone too is the 


system of sppding 
documents back and forth by 

e-mail. 

Instead, a young developer 
at WaridPoint called Olin 
Lagan has written a user 
interface that automates the 
process of translating a web 
site. After opening an 
account with a credit card - 
a process that takes only 90 
seconds - you can set target 
languages and check off 
pages to be translated from a 
list produced automatically 
by toe software. WaridPoint 
chooses the translator, sets a 
price for each language, and 
provides an automated quote 
based on the word length of 

each web page. 

But the company is not 
positioning itself only as a 
service for web site. 
WaridPoint is developing a 
software plug-in for 
Microsoft Ward, which can 
be downloaded free off the 
j web and win add an item to 
the program's File menu 
allowing customers to send a 
! document to WorldPaint for 
translati o n in a few dicks. 
The company is 
! Wraking an a plug-in for the 
Eudora e-mail package. 

Mr Fuchs «*iromg the 

company has sold 


translation service s worth 
$300,000 during the past six 
weeks. He says It is on target 
for sales of $3m this year 
and $15zn next year. The 
company has also agreed to 
sell one-seventh erf its assets 
to venture capitalists for 
95m. 

Mr Fuchs argues that the 

translation market is worth 
$32bn and is growing at an 
annua] rate of 30 per cent 
WorldPaint would, of course, 
seed only a tiny slice of that 
to Justify the most 
aggressive valuation. 

But the important point 

behind Aleph 's failure to 
capitaiiw» on its first-mover 
advantage may be that users 

of t ransla tion services prefer 
meeting the agency 
providing the service. So Mr 
Fuchs is setting up offices in 
Honolulu, Dallas, San 
Francisco, Zurich and 
possibly Tokyo. 

That may well be the 
magic ingredient that turns 
Aleph into Onsale. But it is 
worth remembering that the 
creature whose persistence 
prompted Robert the Bruce 
to invent the proverb “If at 
first you don’t succeed, try, 
try again" was a spider 

op Inning a W?b. 


BUSINESSTRAVa DUBLIN _ 

Cool Hibernia gets 
better - and busier 


Gillian Upton finds that as the economy 
thrives, standards are improving 


Forget Cool Britannia 
"V*i - the action is in 
» 3 Cool Hibernia. 

Ireland’s vibrant economy 
is attracting a crowd of 
international companies, 
including US computer 
groups. UK retailers and 
home-grown construction 
mmpaTiipt. For the business 
visitor to Dublin. brings 

advantages and disadvan- 
tages. 

There has been a rash of 
hotel openings, while others 
have been spruced up. The 
influx of foreigners has also 
raised standards in restau- 
rants. which include 
Ireland's first two-star 
Michelin venue. Restaurant 
Patrick GihJbaud in the Mer- 
rion Hotel. 

Fortune magazine cited 
quality of life when it named 
Dublin as best city in Europe 
for business, beating 
Amsterdam and Barcelona. 

However, there is a down- 
side to all this activity. 
Allow plenty of timp to get 
to appointments, as traffic 
congestion is appalling. The 
city is to build an under- 
ground city rail system - 
and surface system in the 
suburbs - but relief is a long 
way ofi. The first phase will 
not open until 2002. 

Taxis in Dublin can be 
rare. Too few licences are 
given and there is a strong 
lobby against granting more. 
It is best to order one from a 
hotel. The wait can be inter- 
minable, so bock ahead. 

Demand for conference 
and meeting space is not 
being satisfied either. The 
Irish government is cur- 
rently deliberating over 


the location of a big 
new convention centre. 

Dublin is also pricier than 
before. Residential property 
prices rose 25 per cent last 
year, while full hotels mean 
higher rates. 

However, hotel develop- 
ment is a growth business. A 
Four Seasons hotel will open 
at the end of next year, and 
there are at least another 
three projects, including a 
Sheraton or Westln. By the 
end of next year, there will 
be 4.000 rooms in Dublin of 
35tar quality and above. 

The Clarence began the 
renaissance two years ago. A 
discreet. 50-bedroom 
designer hotel in the trendy 
Temple Bar area, its under- 
state! design, good service, 
comfortable rooms, great 
restaurant and lively bar 
attract city brokers and 
media workers. Rooms are 
from I£175 ($248). 

A budget option is the 
nearby Morgan, another con- 
temporary hotel (rooms from 
I£95). Ask for a room at the 
back, because of proximity 
to the Thunder Rock C-afe. 


Essential Guide to Dublin 

Airlines: Aer Lingus, British 
Airways. British Midland. City 
Jet. Jersey European, Manx 
Air and Ryanair. 

Hotels: (00 353 1) Clarence. 
6-8 Wellington Quay, tel 670 
9000. fax 670 7800. 

Fitzwilliajn. te» 478 7878. (A 
Summit Hotel; res: 0800 
556555). 

Merrion, Upper M anion 
Street, tel 603 0600. 

Morgan, 10 Fleet Street, 


Grabbing all the attention 
has been the Merrion, a tra- 
ditional hotel designed 
around four Georgian town- 
houses opposite the parlia- 
ment. it offers grand marble 
bathrooms, in room business 
facilities, an elegant public 
drawing room, extensive spa 
anil three restaurants- 
Rooms from 1£1R0. 

Renovations have also put 
Dublin's grand dame, the 
Shelbourne Merldicn on St 
Stephen’s Green, back on the 
map. Even its famous Horse- 
shoe Bar has had a lick of 
paint. Zt has kept us old- 
style barber shop, opened a 
large fitness centre, and 
added the Side Door, a 
casual dining venue, to com- 
plement its fine dining res- 
taurant No 27 The Green. 
Rooms from Iilf.2 (de luxe 
IC25L 

Diagonally opposite, the 
Fitzwllliam opens In a few 
weeks. It is a designer hotel: 
it will have a roof garden, 
while the centrepiece of the 
lobby is n drawbridge and 
castle. There are well kitted- 
out bedrooms and two res- 
taurants (one run by celeb- 
rity chef Conrad Gallagher). 
Rooms from LC175. 


Temple Bar. tel 679 3939, tax 
679 3946. 

Car hire: Alamo, tel 8444 
086; Budget, tel 8445 150: 
Hertz, tel 8445 466. 

Restaurants: The Tea 
Room, 6-8 Wellington Quay, 
tel 670 7766. 

La Stamps, 35 Dawson 
Street, tel 677 8611. 

Restaurant Patrick 
GuUbaud. Upper Merrion 
Street, tel 603 0600. 



TRAVEL UPDATE 


Europe revives 
issue of air seat 
compensation 

European transport 
ministers will try again this 
month to resolve the thorny 
issue of co m pen s ation for 
travellers bumped off Rights. 
Four months ago Brussels 
proposed raising the 
minimum airlines must pay 
by 23 per cent to at least 
Ecul85 (£125) for flights up 
to 3£00km. and Ecu370 for 
longer trips - unless the 
airline gets you on an 
alternative flight within two 
or four hours respectively, in 
which case the amounts 
would be halved. 


SlSm business hotel in Pune, 
75 miles east of Bombay. Due 
to open early next year as 
part of toe group’s Meridien 
division, it win have 200 
rooms and banqueting for 
1200 people, pone is a centre 
of India's car industry. 

Laptops and 
juice find flavour 

Business travellers would 
rather stare at their laptops 
with an orange juice than 
chat over a gin and tonic, 
according to a survey of 
executive lounge users by 
the International Airline 
Passengers Association. Less 
than half of the respondents 
drink alcohol or eat in the 
lounge, while 40 per cent 


want access to fax machines, 
and 35 per cent to PCs and 
photocopiers. But it is not all 
work: 38 per cent would like 
the services of a masseur. 

Asian crisis cuts 
room rates 

To counter the impact of the 
Asian crisis. Sol Melia, the 
Spanish chain, has reduced 
its rates at five hotels In 
Indonesia. Thailand and 
Malaysia until August 31. At 
the Sol Twin Towers, 
Bangkok, a room comes 
down from Bt2300 (£42) 
without breakfast to 
Btl,250 including it 

Roger Bray 


EasyJet early 
booking bonus 

EasyJet. the law -cost airline, 
will charge early bookers 
£140 return for the first three 
weeks of its service between 

London Stansted and 
Athens, planned to launch 
on July 10. After that, 
tickets will range from £160 
to £220. with the cheapest 
going to those who book 
furthest ahead. 

Business hotel 
for Pune 

Forte is to manage a new 


Lfimly matter to fee bating busfoess centres 
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BUSINESS EDUCATION 



SINCE 1819 OUR VISION 

JUST KEEPS getting/BIGGER. 

TODAY IT NO LONGER 

GOES UNNOTICED. L J 




E £F : 


ESCP, Paris School of Management, 

is one of the leading csunpein business schools 
atircdired EQU55. ifae European label of 
quality created by die E ur opean Foundation 
fix Manage m ent Dcvetopmem. 

This recognition is no accident, the 
international outlook is ESCP tradition 
since 181?. 



14 onr year post jrjJiutc 
programs in a specific field 
or corporate funruon 


oimJatJ A MBA's 
executive part time 
prug ram over an 
18 month period 
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Groupe £cole Supdrie u rc de Commerce de Paris Email : pne^ec^fr 
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INSIDE TRACK 


BUSINESS EDUCATION OUTDOOR LEARNING 


A breath of fresh air for managers 


Della Bradshaw 

takes a strictly 
non-participatory 
look at outdoor 
team building 


I One wanted to be an 
elephant: another 
chose a giraffe: a 
third elected to be a cat; and 


a fourth a snake. Anima l 
roles chosen, the 15 women 
standing side-by-side on the 
log waited for their instruc- 
tions. They had to realign, 
with the largest animal at 
one end of the log. the small- 
est at the other. They had 
five minutes to do it and. of 
course, they were not 
allowed to step off the log. 

Should they climb over 
each other, shimmy past 
each other face-to-face, or 
devise some other scheme 
for changing places? One 
point of the exercise was 
that they bad to “snuggle 
up” to each other in order to 
complete the job. as one of 
the stafT at Ashridge Man- 
agement College put it. 

For those who deride the 
“touchy-feely" school of 
management training, 
“snuggling up" is probably 
the final straw. But Ash- 
ridge, which is situated deep 
in the Hertfordshire country- 
side. has made personal 
development and softer 
skills the hallmark of both 


its executive courses and 
MBA programme. And for 
many participants, outdoor 
learning may prove to be 
the highlight of the pro- 
gramme. 

Their five minutes up, the 
15 women got down from 
their log disheartened at fail- 
ing the task in hand. But 
failure on the first element 

is often built into pro- 
grammes such as this, 
explains Keith Milmer. direc- 
tor of Ashridge’s two-year 
MBA programme. “To begin 
with they are not a real 
team, they are a pseudo 
team. They are working 
together but at less than the 
ability of the worst." 

As the afternoon prog- 
resses - an Ashridge out- 
door session would typically 
last one afternoon - the par- 
ticipants learn to work 
together. Different elements 
of the course may be organ- 
ised to make the programme 
more or less challenging. Mr 
Milmer admits that he can 
often be pretty tough on his 
MBA participants, some- 
times setting the exercise up 
to ensure they fail, at other 
times throwing in surprise 
elements halfway through 
the programme to see how 
they cope. Such an approach 
can produce positive results 
on a longer course. 

Kate Charlton, corporate 
development director at Ash- 
ridge and organiser of the 



one-week Business Leader- 
ship for Women programme, 
takes a much kinder view of 
her course participants, who 
come from a host of different 
backgrounds and companies. 

Throughout the afternoon 
they were encouraged to 
reward good work, listen to 
less forceful members of 
their group, and follow their 
individual “learning goal", 
which could be anything 
from being more assertive to 
just "chilling out a bit". 


The crux of outdoor learn- 
ing is the debriefing that fol- 
lows each exercise and the 
debrief that follows the 
whole afternoon's exercise, 
says Mr Milmer. “The group 
increasingly takes responsi- 
bility for the quality of the 
debrief. This way they can 
acquire the skills themselves 
to take back to the work- 
place." 

The outdoor learning envi- 
ronment (known as old to 
staff and course participants 


alike) was built five years 
ago in extensive gardens at 
Ashridge, the first business 
school in the UK to have on- 
site facilities. Same 2JS00 of 
the 6,000 participants on 
Ashridge’s executive train- 
ing programmes use old 
every year as well as the 
participants on the MBA 
programmes. 

Some of the 25 discrete ele- 
ments have been designed to 
promote leadership skills, 
others to promote coaching. 


and others to promote con- 
sultation. Taking course par- 
ticipants .outside the class- 
room robs them of their 
usual business props, says 
Mr Milmer: "If you take 
them outside, then they are 
not p ulling on the flip-chart 
approach. They have to pull 
on other resources." 

Not surprisingly, many 
participants find the concept 
daunting. Many, says Mr 
Milmer, are afraid of the 
unknown, others afraid or 
being embarrassed. How- 
ever, with many Ashridge 
participants aged in their fif- 
ties and sixties, be stresses 
that the exercises are not 
meant to be either physically 
or emotionally difficult. 
unlike many outdoor learn- 
ing centres where the equip- 
ment may resemble an army 
assault course. 

Pregnant women have 
happily completed the pro- 
gramme - as frag one man 
with an artificial leg, 

Nonetheless, there is some 
physical effort Involved. At 
the end of one exercise, 
where the individuals had to 
squeeze through the space 
between the ropes of an 
enormous mesh - known as 
the spider’s web - Ms Charl- 
ton asked the participants 
whether they would like to 
change any thing before the 
nest exercise. “Yes," came 
one reply. “Lose three 
stone." 


POTTED GURUS ABRAHAM MASLOW 


Persuasive voice in the search for motivation 


Elton Mayo's 
observations during 
the 1920s that the 
spur to higher achievement 
was governed by more subtle 
mechanisms than those 
employed by scientific man - 
agement may have done 
little to persuade business. 
Nonetheless, his work 
helped stimulate study of 
human motivation. 

Mayo and Mao' Parker 
Follett. a US political scien- 
-tist, carried the banner for a 
humanist approach to man- 
agement that rejected the 
stopwatch-inspired controls 
'of Frederick Taylor. They 


also paved the way for a new 
branch of workplace psycho- 
logy dedicated to the study 
of motivation. 

Among the most influen- 
tial of these studies were 
those carried out by Abra- 
ham Maslow. a behavioural 
psychologist who, while 
working as an assistant pro- 
fessor at Brooklyn College in 
1943. drew up a list of 
human needs that had to be 
satisfied as people strove to 
fulfil their individual poten- 
tial 

This "hierarchy of needs” 
begins with the basics of 
food, warmth and shelter. 


making way to progressively 
more sophisticated catego- 
ries and culminating in a 
need for “self-actualisation" 
- what might now be 
described as “doing your 
own thing". This occurs, 
according to the theory, 
after you have achieved eco- 
nomic and social fulfilment 
Frederick Herzberg fleshed 
out these theories in his 1959 
book Motivation to Work, 
based on interviews with 203 
engineers and accountants 
in Pittsburgh. He separated 
those elements of work 
which serve purely economic 
needs - pay, working condi- 


tions, benefits and job secu- 
rity - from those which met 
deeper aspirations - achieve- 
ment recognition, job satis- 
faction and personal devel- 
opment 

Deterioration of the first 
set of factors, he argued, led 
to job dissatisfaction and a 
disinclination to fulfil the 
second set True workplace 
motivation, he concluded, 
had little to do with finan- 
cial reward or pressure and 
for more to do with what he 
called “job enrichment". 

Other influential work on 
motivation was carried out 
by Douglas McGregor. His 


Theory X and Theory Y con- 
trasted what might be called 
traditional and progressive 
forms of people manage- 
ment 

The traditional model - 
Theory X - assumed that 
people needed coercion to 
work. Theory Y assumed 
that people had a psychologi- 
cal need for work and 
responsibility. 

The theory was put into 
practice by Procter and 
Gamble at a deterge nt fac- 
tory In Augusta, Georgia, 
which Mr McGregor helped 
to design in the 1950s. The 
plant which ran with self- 


managed teams, proved a 
third more productive than 
any other of the company’s 
plants. 

The work of Messrs Mas- 
low, Herzberg and McGregor 
has proved fertile ground far 
today's management theo- 
rists, including W illiam 
Ouchi whose 1981 book. The- 
ory Z, built on Mr McGre- 
gor’s later work. 

Further Rpfldrng- Motivation 
and Personality by Abraham 
Maslow. Harper and Row. 
Quote: “We do what we are 
and we are what we do." 

Richard Donkin 




Insead bags 
European 
case awards 

Insead has swept the board at 
the 1998 European case 
awards, which honour the 
most popular case studies 
produced by European 
business schools. The school 
scooped five of the seven 
awards, including the much 
coveted overall winner. 

The winner was the Zantac 
case, written by Insead 
professors Reinhard Angebnar 
and Christian Pinson, insead 
also won in the accounting, 
finance, human resource 

management and production 
and operations management 
categories. 

The winning marketing case 
was written by faculty from 
lese In Barcelona, and is titled 
HSagen-Dazs ice cream; the 
making of a global brand. The 
Copenhagen Business School 
won the policy and general 
management award for a case 
by three of its faculty about 
Nokia. 

The awards are given by the 
European Case Clearing 
House and are based on the 
number of new adoptions over 
the past five years - that is, 
the number oF times the case 
is used to teach at business 
schools or In companies. 
Insead: www.insead.lf 

Sharpen up on 
marketing skills 

Manchester Business School 
In the UK is holding a free 
seminar entitled Cutting Edge 
Issues In Marketing at the 
business school on June 19. 

Developed in conjunction 
with the Manchester Chamber 
of Commerce, the one-day 
forum Is intended for middle 
and senior managers with 
decision-making authority. 

• The Centre for 
Comparative Research on 
Economic Systems and 
Organisational Change at 
Manchester Business School 
is running a workshop on the 
Asian economic crisis on June 


number of European business 
schools as well as M»T and 
the University of Singapore. 
Manchester http/f 

www.mbs.ac.uk 

Sound advice on 

presentation 

Business school faculty from 
Indiana University is teonwg 
the skin of delivering 
soundbites. The Keffey School 
of Business is sponsoring its 
own business teksvewn stww. 
which appears every Sunday 
morning altar the btQ-hrtWHj 
political shows. 

For its annual sponsorship 
of 5200.000 (£1 22.000) the 
school gets throe 30-second 
spots each episode plus a 
two-minute business 
commentary. 

Kelley: www.busjndi3no.eduf 

Getting to the 
core questions 

First-year MBA students at 
the Anderson school at UCLA 
have eschewed the case 
study in favour of learning 
about corporate strategy 
through a living case: Apple 
Computer. 

The students have been 
analysing the tumround at 
Apple by questioning board 
members who visited the 
school in March and ApriL The 
living case will culminate in a 
showcase of the 10 best 
student group presentations 
to Apple executives later this 
month. 

Anderson School. UCLA: 
www.anderson. ucta. eduf 

Executive 

development 

The Strathclyde Graduate 
Business School in Glasgow 
has launched a series of 
executive development 
p r ogr a mmes. They include 
Knowledge Management 
(June 11). the ABC of 
Customer Care (June 22/23) 
and Global Marketing and 
Strategic Alliances (June 29). 
Strathclyde: UK. (0)141 55 3 


9. Speakers will come from a 


6167 


information for Hews fron Campus should be sent to De8a Bradshaw, 
The Fhancia! Times, One Southwark Bridge. London SET 9HL. 

Tel. 44 171 873 4673 Fax 44 171 873 3950 
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The changing 
of family life 


shape 


Italy's birth rate is declining rapidly as 
:more couples opt for only one child 


Every Sunday morning, my 
- wife and I take our two 
-children. Sam and Lara, for 
.a stroll through the cobbled 
-streets of Trastevere. More 
often than not. as the 
. pushchair rattles over the 
-pavement, we hear the 
odd remark from passers- 
by. 

“Are they both yours?" is 
ione frequent comment, even 
». though there is no good 
reason to think the children 
..belong to anybody else. 

“You must have had 
twins" is another remark, 
even though - aged 
two-and-a-half and one - our 
_ children look pretty 
dissimilar. 

"Did you decide to have 
two children on purpose?" is 
a question we were once 
asked when striking up 
conversation near the 
frescoed steeple of Santa 
Maria in Trastevere. 

Italians have a 
tremendous fondness for 
children as everyone knows, 
and la famiglia is one of the 
cornerstones of Italian life. 

* But one thing that seems to 
surprise Italians these days 
is the sight of a couple in tbe 
street with two or more 
children. It Is increasingly 

• tbe norm for Italian couples 
to have just one child. A 
growing reluctance to make 
babies has given this 
country one of the lowest 
birth rates in tbe world. 

“The declining number of 
children and tbe growing 
number or elderly people is 
tbe biggest problem facing 
our country in the next 
century." says Paolo 
Garonna, head of Istat, the 
Italian statistical institute. 
“Other countries face similar 
demographic problems, but 
the pace of change here is so 
great that it is tearing the 
fabric of society." 

The statistics explain his 
concern. The Italian fertility 
rate is 12 children per 
woman, compared with 
nearly 2 in the US. Deaths 
have now outpaced births in 


Italy for five years in a row. 
In Parma, the population is 
expected to shrink from 
175.000 to 40,000 in the next 
50 years. Today there are 
roughly the same number of 
Italians over 65 as there 
are Italians under 15. In 50 
years time, that ratio will be 
2.7 to l. 

Why are Italian women 
giving birth to fewer 
children? The short answer 
is that they seem to be 
waiting longer before having 
them. Some 20 years ago. 
Italians - like many other 
southern Europeans - were 
getting married in their late 
teens or early 20s. Now few 
of them get into wedlock 
before 28 and many wait 
until their 30s. 

There are various reasons 
For this. A growing number 
of Italian women want to 
develop careers, although 
here - where the equal 
opportunities culture is still 
weak - the trend is not as 
strong as in other European 
countries. 

In the south, childlessness 
was once deemed a stigma 
whereas this Is no longer the 
case. Moreover, there is 
growing pressure on Italy’s 
younger generation to spend 
its disposable income on 
luxuries rather than kids. 
Panorama, the weekly 
magazine, recently pandered 
to its readers’ fears 
with an in-depth survey on 

the cost of bringing up 
children. 

“You can either bring up a 
child till he's 22 or buy una 
della casa worth about a 
billion lire," It said. 

There are. however, two 
particularly Italian factors 
behind the low birth rate. 
First is the Impact of higher 
unemployment in the south. 
Many young men often have 
to wait until their early 30s 
before getting what they 
deem to be a stable and 
decent job. They therefore 
put off the commitment of 
marriage and children 
until later. 


Moreover, there is a 
marked reluctance among 
Italians to leave the parental 
home before their late 20s or 
even 30s. Many are forced to 
stay at home because of the 
chronic shortage of 
residential accommodation 
in Italian universities; or 
because Italy’s small rental 
market makes it hard to 
move out Anyway. living at 
home with la mamma is not 
the embarrassment it might 
be elsewhere in Europe. 
Nearly 60 per cent of Italians 
aged between 18 and 34 are 
still doing so. 

Why does all this matter? 
Concerns about Europe's 
ageing population, declining 
workforce, and the 
implications this has for 
financing public pensions 
has been expressed for some 
time. Italy has one extra 
concern. It has a strikingly 
inefficient public 
administration which has 
always leaned heavily on the 
extended family to carry the 
burden for the failings of the 
state. 

In many Italian hospitals, 
it is the family that keeps 
the patient cheerful, making 
up for what is often minimal 
nursing care. In the 
southern regions, in 
particular, it is the family 
that is the shock absorber 
when young people hit hard 
times. 

The Italian government 
provides few targeted 
benefits for the jobless, the 
sick and the disabled of the 
kind that exist in, far 
example, the UK. instead, 
tbe Italian family plays the 
role of benefit office, acting 
as a kind of clearing house 
for generous state pensions 
that are paid to the head of 
the household. 

It is not hard to see why 
Mr Garonna believes the 
dec lining birth rate tears the 
fabric of Italian society. The 
family is the warp and weft 
of Italian life. Its decline 
means Italy urgently needs 
to create a new and more 
efficient welfare state to 
replace the family in the 
□ext century. 



ENVIRONMENT POLLUTION CLEARANCE 

A harvest of heavy metal 


Genetically altered plants that absorb toxins can be used to 
clean contaminated industrial sites, says Gabriele Marcotti 


Enter the term 
“pbytoremediatlon" 
into your internet 
search engine and you will 
probably find more than 
2,000 citations. Talk ta your 
local environmental activist 
and he wOl most likely wax 
enthusiastic about the bene- 
fits of using heavy metal 
absorbing plants to cleanse 
toxic urban wastelands. 

And If you have some 
extra venture capital lying 
around you may be steered 
towards companies such as 
New Jersey-based Phyto- 
Tech, which aims to develop 
and market phytoremedia- 
tion techniques and has 
already worked on sites in 
Sheffield and Chernobyl 
As environmental con- 
cerns grow, more and more 
cities are forced to deal with 
abandoned industrial sites 
where years of antiquated 
production techniques have 
left the ground teeming with 
toxic heavy metals. 

Engineering-based solu- 
tions provide one approach 


to reclaiming the land, 
though they can be expen- 
sive <$lm- $3m [£600, 000- 
£1.8m] per acre). Another 
alternative, employing chem- 
ical agents to extract the 
metals, often results in ster- 
ile, low-quality sofi. 

Enter pbytoremediation, a 
promising, though largely 
untested technique. Tbe idea 
is that because some plants 
naturally absorb certain 
heavy metals such as cad- 
mium and mercury, they can 
be used to clean up Indus- 
trial sites: simply fill the 
area with metal-absorbing 
plants, wait a while and then 
harvest the lot 

Obviously, it's not quite 
that simple, but phytoreme- 
diation projects have 
enjoyed some success 
around the world. At the 
University of Georgia In the 
US for example, molecular 
biologist Rich Meagher has 
turned Arabidosfs Thahana, 
a distant cousin of the com- 
mon cabbage, into a rela- 
tively efficient mercury 


extractor by manipulating it 
genetically. 

The new, improved Arabi- 
dosis has a shorter life span, 
so that it can be grown and 
harvested six or seven times 
a year, and grows up to 40cm 
in height, allowing It to 
absorb much more mercury. 

Meanwhile, Peter Golds- 
brough, genetics professor at 
Purdue University in Indi- 
ana, is also working with 
plant DNA, but from a some- 
what broader perspective. 
Prof Goldsbrough is analys- 
ing the way plants absorb 
cadmium and expe rimenting 
with both the absorption 
rate and the partitioning of 
the metal once it is absorbed 
(where it will be stored in 
the plant). 

"Obviously if you’re going 
to use plants to clean-up 
toxic sites you'll want to 
increase the absorption 
rate," he says. “But in many 
cases you want to decrease 
it For example, if you are 
growing a vegetable crop In 
Poland or elsewhere in east- 


ern Europe which has suf- 
fered from pollution, you 
will want to decrease the 
uptake of metals. 

“Also, we are trying to 
determine how it is parti- 
tioned, whether it is in the 
roots or the shoots. Clearly, 
in the case of phytoremedia- 
tion plants, you would want 
the metal stored in the 
shoots, where it can be eas- 
ily harvested." 

Prof Go ldsb rough’s team 
focuses on tweaking phyto- 
chela tin and metaHothionin, 
two compounds that occur 
naturally in plants and bind 
heavy metals once they are 
absorbed in the plant cell. 
Once bound, they begin to 
detoxify the metals, allowing 
them to be stored in the 
plant without dairingi np 

Developing the ultimate 
plant Is the holy grail of phy- 
toremediatiomsts. 

"You would need to engi- 
neer a plant genetically that 
has a high biomass, ie. it 
would have to be very 
large,” says Prof Golds- 
brough. “It would also need 
to be sturdy and capable of 
growing In contaminated 



sites. And it would have to 
be able to absorb lots of met- 
als in its shoots, above 
ground, so that it could be 
harvested and, ideally, the 
metals extracted and recy- 
cled." 

That is the next step; once 
the plants are harvested, the 
metals could be extracted 
and - theoretically, for now 
- recycled. 

Heavy metals’ most annoy- 
ing characteristic, that it Is 
very difficult to get rid of 
them, is also potentially 
their biggest strength: they 
can be used again a gain - 

This is why companies 
such as DuPont in the US 
and British Nuclear Fuels in 
the UK are investi gating the 
feasibility of phytoremedia- 
to*®: not just for its clean-up 
abilities, but also for Its 
recycling potential 

“At the moment, it still is 
not a widely accepted tech- 
nology, but that's likely to 
ctouwe because the cost fee- 

tor is so favourable,” gays 

Prof Goldsbrough- “And 
when you take into account 
the recycling potential the 
possibilities are staggering.” 
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MARTIGMY 

The Fbndatian Pierre GiroaddiL 
one of Switzerland's fekd&ig - 
Private golerias, marks te 20th 
anniversary with a Gaugute 
refe sp«swe. 7he ttWhaton 
opens on Wednesday. 

garsington 


LLI 


Opera’s forarier. wffl be hoping 
tor minimal confrontation with 
ne&hbouramthfe otherwise 
peacehd Oxfordshire vfflage - 
tantghL This year's qperas are 
Rossers comedy La pfefraoW -• 
paragone, Mozart's rarely-staged 
Luck) SiUa and Fafcteff. 

Saraington'S ftst VadL 

GLYNOEBOURfffi 

The mam source of interest at 

®yndeboumetffe summer is j (above) conducts a staging by 
German courrter-lsnor Andreas :1 Jean-Marie Vffifigter. . 



O . uLYNDtoOURliE 

The mam source of Interest at 
. Gfyndeboume Ms summer is 

German countertenor Andraas- : 

Still a talent 
to surprise 


BERLIN . 

The final new production of the 
season at the Deutsche Oper fe 
Mas senet' s M an on. Cyril 
Daederich conducts a staging by 
Cesars Uewi. The ikst night is 
Wednesday. 

• A new -museum housing 
Berlin's famous Gems Idegeieris 
1 collection opens on Friday at the 

Kutturfbrum inlhe Ttergerten 

| district. The museun. which took 
ax years to bidM, wffl reunite . 
painflngs Jongcfivtded between 
the eastern end western parts of 
the city. 

STRASBOURG 

On Friday, the Op6ra du fihin 
inaugurates a Britten cycle with A 
Mids um mer Mghfs Dream. 
Robert Careen's staging, 
previously seen in Atx and . 
London, wiH be conducted by 


»Wte Jones, and Mb cast 
. indudes Mchaet Chance and 
Desmond Byrne: 

ALDEBUR6H 

The same opera is treated to a 
new production at Akfeburgh 
where it w as pre mi ered In i960. 
Wednesday's perfor ma nce, tee 
first of four, marks the opening of 
. Ms year's AkSehurgh (estival. US 

composer Peter Liebetson • 
features strongly in Ms year’s 
concert progrartanee. and a new 
opera by Oekdre GribUn sard 
Sherman Macdonald race tee* Jts 
premiere. 

LONDON 

Caravaggio’s "TheFlageOstion of 
Christ” (right) has never 
previousiy been seen in the UK. 
On Thursday It wfl be the 
oantrepiece of a small axfttbttfcar 


eft Me National Gatay. 

Tora^it, at the Lyceum 
Theatre, Hay Mr Producer! 

presents a royal gala celebration 
of the world of Cameron 
Mackintosh. 

Three other pbys open tonight 
at the OSvier Theatre, Pad 
Afien's adaptation of Marie 
Herman’s 1994 Brassed Off. 

directed by Deborah Page; at 
the Royal Cost Theatre Upstate, 



Gas Station Angel, written and 

directed by Ed Thomas; and at 
the Young Vic, Edward Kemp’s 
adaptation of waam Faulkner's 
As I Lay Dying. 

NEW YORK 

To mark the centenary of the 
birth of Peggy Guggenham 
{right), the Guggenheim Museum 
has organised an exhibition ol 
p a int i nga and sculptures from her 
collection, one of the most 
im pre ssi ve holdings of 20th 
century art It opens on Friday 

and runs until early September. 

WASHINGTON 

“Manet, Monet and the Gars 
Savrt-Lazare”. an exhibition of 
Impressionist paintings shown 
earlier this year m Paris, opens at 
the National Gallery of Art on 
Sunday. 




PARIS 

The Opera Ballet begins a run of 
performances oi Crsella at the 
Palais Gamier on Thursday. 
Many casts, many fine dancers, 
much lo enjoy. 


Jackie Wullschlager 

admires a tantalising 
exhibition on the life and 
work of Jean Cocteau 

Diaglilev’s famous r.hallengo to 
Jean Cocteau In 1912 - “Etonne- 
xnoL Jean" - provoked a response 
of polymathic brilliance: in poems, 
novels, drawings, films For half a 
century. Cocteau stood at the heart 
of French modernism, “his long 
bands, rebellious hair and tapering 
nose an almost daily fact in the 
press”, according to his editor Ned 
Rorem. He cultivated and spon- 
sored the leading figures of his day 

- from Proust and Picasso to Poul- 
enc and Edith Piaf - and was 
rewarded by appearing in their 
works: he is Proust's Saint-Loup 
and Gide's Comte de PassavanL 

He was said to follow Oscar 
Wilde as Europe's most daggling 

‘I liked to watch the 
faces that passedj 
those boxes full of a 
universe.’ This 
exhibition is like that 

- boxes full of a 
poet* s world 


wit and de Qnincey as its most 
notorious . opium adrE$t_Yet who 
can name one of his books? What 
was his true artistic achievement? 

Ip an attempt to consolidate Coc- 
teau's reputation, the Jean Cocteau 
Museum Is to open in 2000 at his 
home at MHly-le-Fdret It will dis- 
play many works from all disci- 
plines never seen before to demon- 
strate that his affectation of 
dilettantism bid bard work and 
dedicated artistry. A taster from 
the collection. Jeon Cocteau: Les 
Metamorphoses du Poete, has just, 
opened at Le Louvre des Anti- 
quaires, and, offers a tantalising 
insight' into an extraordinary Ufa 

Many impressions swamp the 
. senses the moment you enter these 
■ elegant galleries. The rooms echo 
to the music from Parade, the 1917 
Satie-Pi casso-Cocteau ballet; they 
are Illuminated at the centre by a 
blaze of red candlelight from the . 
. set of La Belle et la Bite, and in one 
comer by the winking silver mir- 
rors from Cocteau's -first film. Sang 
dim Poete. 

- It is at once apparent that child- 
hood is everywhere. Cocteau quote- 
firms are. scrawled on mlni-black- 
: boards beneath bis drawings. A 
.giant blackboard, -crayons and 
n ur se ry horse join a portrait of his 


mother and a 19th-century negro 
automaton in the recreation of. his 
study. Creatures from fairy tale 
and fantasy, horse-men, fauns, har- 
lequins, fill his pictures and films . 
His scenography recalls the child’s 
eye-view, peeping through the for- 
bidden keyhole. 

As powerful is the image of the 
fleeting moment Sketches are exe- 
cuted on the back of a menu, pen 
never lifted from paper. Swift line- 
drawings capture a theatrical ges- 
ture - Cocteau throwing violets at 
singers on a stage. In photographs, 
crowds shuffle along at Montpar- 
nasse. where Cocteau stands with 
Picasso and Modigliani and 
remarks: “I liked to watch the 
faces that passed, those boxes ftiH 
of a universe." This exhibition is 
like that - boxes full of the poet's 
world which taken together give us 
the themes that unified his art. 

“All I did.” Cocteau wrote in the 
1950s, “was to turn my lamp this 
way and that, to illuminate the 
various facets of the themes that 
obsess me: the loneliness of indi- 
viduals, waking dreams and child- 
hood. that dreadful state of child- 
hood from which I shall never 
escape." Bam into an affluent fam- 
ily in 1889, he contra cte d what he 
called “the red and gold illness” of 
stage fever as a child, watching his 
parents leave for the theatre. 

By 1900, a year after his tether 
committed suicide, he was drawing 
caricatures of theatre and music 
hall life, all lorgnettes and outsize 
hats, which he signed “Japh”; 
never exhibited before, they point 
the way to the bold, simple lines, 
the concentration cm a single trait, 
of his later graphic work. 

From 1914. he leaned towards 
Cubism, revelled in avant-garde 
Paris and took inspiration from 
modem subjects such as aero- 
planes - one of his best poems. “Le 
Cap de Bonne Esperance” (1919). 
was dedicated to the aviator 
Roland Garros, and his vividly pre- 
cise yet other-worldly portrait of 
Garros in flight is shown here. 
Other evocations of this period 
include the almost-nnknown draw- 
ings from Thomas L'Imposteur, 
Cocteau's 1923 hymn to eternal 
youth. -caricatures of singers such 
as Joesphine- Baker, and sketches 
and photographs from the cubist 
ballet Parade 

Restlessness, speed, art-on-the- 
rnove, radically desperate to take 
in every aspect of new popular cul- 
ture, characterises these rooms. 
Into Parade Cocteau introduced its 
embodiment: “a little American 
girl*" who “quivers like mov- 
ies. . . dances a rag-time... buys a 
Kodak”. Beneath a drawing of Pic- 
asso here, Cocteau has scrawled 
“Picasso taught me to . run fester 
than beauty". 

Among the most tender drawings 



Shaw’s wings 
clipped by the 
Almeida style 


Drawn with restless spaed: caricature at Josephine Bekor by Jean Cocteau. A museum is to open in his home team in 2000 


is “Raymond Radiguet Asleep" 
from 1922; a year later, Radiguet. 
fledgling writer and Cocteau’s 
Inseparable companion, was dead 
at 20 from typhoid and Cocteau 
became a rootless wanderer 
addicted to opium, expalmeating 
with a range of art forms. 

A reworking of myths is one of 
the constants; the scenography for 
bis great film. La Belle et la Beta, 
with human bands brandishing 
candles coming out of the castle 
walls, the Beast appearing slowly 
in a magic mirror behind a table 
laid in gold and red glitz for Beau- 
ty’s supper, is recreated in a cen- 
tral tableau Imre to spell-binding 

effect 

Cocteau slipped love poems 
under the door of Jean Marais, the 
dreamily seductive Beast, every 
night, and it is possible that Coc- 
teau saw in the unlikely union of 


Beauty and Beast something of his 
own tortured relations with men. 
In the glimmer of red lights is a 
small display of his erotic draw- 
ings. men “laced together like ini- 
tials'’ or resembling a “rnany- 
Knxbed Hindu idol”, many of them 
illustrations to Jean Genet's Quer- 
eHe de Brest 

Certainly the other mythical fig- 
ure that haunted Cocteau, 
Orpheus, the artist poised with his 
lyre between the visible and invisi- 
ble world, was perceived as a sort 
of alter-ego. His different interpre- 
tations of it are gathered together 
- from the 1926 play to his 1949 
film Orphic, a dream-like modem 
allegory in which Jean Marais as a 
poet encounters the Princess of 
Death, to a late, fragile drawing of 
a man-beast, “Le testament d’Or- 
ph£e”, from 1959. and depictions of 
elements of the story on the 


ceramic bowls and vases he made 
at the end of his life. 

These are a revelation. At 70. 
Cocteau became mesmerised by 
pottery when he visited an 3telier 
in VIHefranche-sur-Mer, and. with 
his strong precise lines and sense 
of colour, he quickly produced 
witty masterpieces - faun-jugs 
with horns attached, two-faced, 
divided-self vases, it is an oddly 
solid conclusion to an oeuvre so 
concerned with the world of 
dreams and the unconscious, but 
“pottery has saved my life”. Coc- 
teau wrote. “It has led me to avoid 
using ink. which has become too 
dangerous, because everything one 
writes is systematically deformed 
by those who read It..." 

At Le Louvre des Aotkptafaes, 2, place 
du Palafe-Jlaya!, Paris, tel 33 1 42 97 
2700, anti! October 4. 


THEATRE 

ALASTAIR MACAULAY 

The Doctor’s Dttenme 
The Almeida, London m 

The Almeida Theatre is 
more than the sum of its 
parts. The relationship of 
stage to auditorium is so sat- 
isfying to the eye and ear. so 
unique, and so actor- 
friendly. that one readily 
endures the theatre's 
cramped seating, and house 
lighting so dim that it is dif- 
ficult to read the pro- 
gramme. 

But if 1 pause while prais- 
ing the Almeida, it is when 1 
contemplate its emphasis on 
style. In Shaw's The Doctor's 
Dilemma the level of presen- 
tation is very high. Compare 
it with Peter Hall’s staging 
of Major Barbara at the Pic- 
cadilly Theatre, and you see 
that, whereas Hall carries 
several inadequate actors, 
the Almeida has none. The 
Almeida designs and light- 
ing are also superior unob- 
trusive, complementary. 

And yet the play only 
intermittently takes wing. 
There are often moments 
towards the end of a Bernard 
Shaw play when I long Tor 
the characters to shut up; or 
that 1 were not encountering 
them in something that is so 
obviously a play. Those 
moments, however, start in 
the first act This is not all 
Shaw’s fault. As directed by 
Michael Grandage. Art One 
becomes bogged down by 
character acting. Tony Brit- 
ton as Sir Ralph Bloomfield 
Bennington, in particular, 
enjoys his own display of 
fruitily Gielgudian vocal 
effects at the expense of 
Shaw’s rhythm, and Martin 
Jarvis’s way of emphasising 
his own cleverness in char- 
acterisation soon becomes a 
form of condescension to 
the character he is playing 
(Cutler Walpolet Style, in 
short, gets In the way of the 
play. 

However, in the role of Sir 
Colenso Ridgeon. Ian 
McDiarmid is at bis very- 
best. He plays the central 
figure of a hybrid group of 
doctors, in whose various 
views on medical method the 
play's chief satirical force 
lies. But Sir Colenso himself 
Is in no way satirised. His 
dilemma is double. Given 
the opportunity to save just 


one poor patient from death 
by tuberculosis, should he 
choose Dr Blonkinsop. the 
honest, undistinguished GP. 
ur Louis Dubedat, the scoun- 
drelly artist in whom true 
creative genius shines? And 
should he help Dubedat to 
die In order then to marry 
his wife Jennifer? 

Shaw’s plotting is a little 
creaky, but McDiarmid takes 
Sir Colcnsu so seriously, 
making him a figure or quiet 
gravity and private trouble, 
that we do. too. He plays 
opposite Victoria Hamilton’s 
Jennifer. This young actress 
would be among the bright- 
est talents in London theatre 
if only someone could 

Ian McDiarmid in 
the central role 
of Sir Colenso 
Ridgeon is at 
his very best 

remove her arms. Her Jenni- 
fer has a marvellous nervous 
intensity and febrile c h arm. 
Her pacing of dialogue is 
varied, witty, emotional, 
poised; her very breathing is 
expressive. But those unre- 
laxed hands and arms 
reduce her entire perfor- 
mance. as in every stage role 
she has given us. Her ges- 
tures are all the same, and 
terrible: stiff, with perpen- 
dicular thumbs and elbows. 

Patsy Byrne, as Sir Colen- 
so’s ripe servant Emmy, ide- 
ally catches Shaw's comic 
style and brings tension and 
colour to her every brief 
scene. Young James CaJlis 
catches the naturalness or 
Dubedat's duplicitous behav- 
iour and the febrile charm of 
bis Bohemian tubercular 
inspiration. Shaw needs help 
of this calibre. He often lets 
the nuts and bolts of this 
play show too obviously, and 
often he lets characters 
dwindle into mere mouth- 
pieces. But sometimes here 
he is also at his best, and 
resembles Moliere. He mis- 
chievously caricatures the 
medical profession, and then 
slices through the caricature 
to eke out a near-tragic 
dilemma. 

Until Juno 27, then tearing 
England. Sponsored by Barclays 
Stage Partners. 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


OPERA 

Netherlands Opera, Het 

Muzfektheater 
Tot 3f-«W5f 8911 
Siegfried: by Wagner. New 
production conducted by Hartmut 
Haenchen m a staging by Pierre 
Audi; Jun 9, 13 

BERLIN 

CONCERTS 
Konserthaus 
Tat 49-30-208090 

• Berlin Symphony Orchestra: . 
conducted by Michael Schonwandt 
iu Messiaen's “TivangaSa" 

Symphony; Jun 11, 12. 13 

• Deutsches Symphonfe- 
Orehester Beilin: conducted by 
Vfeuflmfr Ashkenazy in works by 
Mozart; Jun S 

• International Chamber 
Orchestra: conducted by Nikolaus 
Harnoncourt in works tty Mozart 
and KandeL Wlth-Concentas 
Muslcus and soprano SyMa 
McNair; Jun 9 

PtiBharmonfe . 

Tet 49-30-2548 8354 


Berlin Philharmonic Orchestra: 
conducted by Ixrin Maazsl jn . 
works by Strauss and Wagner Am 
9,10.11 

OPERA 

Deutsche Oper 
Tek 49-30-34384-01 
Man on: by Massenat New - 
production conducted by Jiri Kout 
In a staging by Gesare Ueve. With 
sets by Margherita PaIG and 
costumes by Luigi Perego; Jun 
11, 13 

BOLOGNA 

OPERA 

Teatro Comwiaie 

Tat 39-51-529 999 

wwwJiettunaJtfbo/toeXrocomunale 
Don Giovanni: by Mozart. New 
production conducted by Dan&e 
GattJ in a staging by Gianfranco de 
1 Basic; Jun 9. 11 • 

BONN 

exhibition 

Kimst' raid AussteHtMtgshaUe der 
Bundesrepubtik Deutschland 
Tab 49-228-917 1200 
wwwJtah-bonn.de 
Greet Collections: the latest In this 
series of exhibitions Is devoted to 
the Musee du Petit Palais in Paris. 
Concentrating on the museum’s 
holdings of 10th century French 
art, the show Includes works by 
Ingres, Delacroix aid the 
Impressionists; to Sep 27 

FLORENCE 

OPERA 

Maggio Musicale Rorentino 
Tek 39-55-211158 


www.rnaggtofkxentino.com 
Wozzeck: by Berg. New production 
by WBRam Friedkln, conducted by 
Zubin Mehta; Teetro ComunaJe; 

Jun 8 

GLYNDEBOURNE 

OPERA 

GJyndeboume Festival Opera 
Tel: 44-1273-815 000 
Cosl Fan Tutte: by Mozart New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
includes Alan Opie and Barbara 
Frittofi. With the London 
PNBiarmonic Orchestra; 

Jun 9. 12 

HELSINKI 

OPERA 

Finnish National Opera 
ret 355-94030 2211 
• Die Walkflre: revival of last 
year's collaboration between Leif 
Segerstsm aid Getz Friedrich, with 
designs by Gottfriend Pflz; 

Jun -11 

Siegfried: by Wagner. 

Conductor Leif Segenstam, director 
Getz Friedrich and deslpier 
Gottfriad Pit continue their 
collaboration on the Ring with this 
new production. The title role is 
sung by Sbg Andersen; 

Jun 8 

LONDON 

CONCERTS 
Barbican Hai 
Tat 44-171-638 8891 
London Symphony Orchestra: 
c ond u cted by Bernard Haitink ki 
works by Mozart and Strauss;. 

Jun 11 


Wigmore Hall 
Tek 44-171-935 21 41 

• Aaron Rosand: recital by the 
violinist of works by Beethoven, 
Bach and Brahms, accompanied 
by Hugh Sung; Jun 10, 13 

• Catherine Maffttano: recital by 
the soprano of works by Bofcom, 
Poulenc and Gershwin. 
Accompanied by Robert Tweeten; 
Jun 8 

• Nash Ensemble: Michael 

Berkeley 50th Birthday Concert, 
conducted by Martyn Brabbfrts, 
with mezzo soprano Jean Rigby. 
Programme includes works by 
Berkeley, Brahms and Mozart 
Jun 9 

OPERA 

English National Opera, London 
Coliseum 

Tef: 44- 171-532 8300 

• Carmen: David Riteh and John 
La Bouchardtere direct a revival of 
Jonathan Miller's production, 
conducted by Noel Davies (Roy 
Laughlin on Jun 26 and Jul U The 
title rote is sung by Sally Burgess; 
Jun 11, 13 

• Manon: by MassensL New 
production by David McVlcar. 
designed by Tanya McCall in. Rosa 
Mannion sings the title role and the 
conductor is Paul Daniel (Michael 
Uoyd on Jun 12); Jun 10, 12 

MANCHESTER 

OPERA 

Palace Theatre 

Tat 44-161-242 2503 

• Opera North: Joan of Arc, by 
VerdL New production by Philip 
Prows®, conducted by Richard 
Fames with a cast headed by 
Susannah GtenvJUe and Arthur 


Davies; Jun 10 

• Opera North: Eugene Onegin, 
by Tchaikovsky. New production 
by Delia Ibeihauptaite, conducted 
by Steven Sloans. The cast is led 
by AJwyn Me! lor rod Peter 
Sevidge; Jun 12 

MILAN 

OPERA 

Teatro alia Scala 

Tet 39-2-88791 

www.fascaiaJTtffano.it 
Manon Leacsut by Puccini. 
Production by Uliana Cavani 
conducted by Rlccardo Muti; Jun 
8, 10, 11 

MUNICH 

CONCERTS 
Phffltarmonte Gasteig 
Tet 49-896481 8181 
Munich Philharmonic Orchestra: 
conducted by Horst Stem In 
Pfrtzrrer’s “Von deutscher SoeJel 
With soloists Doris Soffel, Luana 
DeVol, Thomas Moser and Alfred 
Muff; Jun 11, 13 

NEW YORK 

EXHIBITION 

MetiopoDtan Museum of Art 

Tab 1-212-879 5500 
www.rrmtmuseum.org 
Sir Edward Burne-Jones: first 
American exhibition devoted to tee 
19th-century British artist, 
comprising more than 200 works, 
Including tapestries and ieweflery 
as wefl as paintings: to Sep 6 

OSAKA 

EXHIBITION 


The Museum of Art, Kintetsu 
Tel: 81-6-624 1111 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books created during the brief 
period of tee artist's feme; 
to Jun 8 


PARIS 

CONCERT 

Theatre des Champs Bys^es 
let 33-1-4952 5050 
Orchestra de Pans: conducted by 
Louis Langree in works by 
Schubert and Faute. with soprano 
Ruth Ziesak. baritone Stephan 
Genz, and the Choir ted by Arthur 
Oldham: Jun 8 

SAN FRANCISCO 

CONCERTS 

Dairies Symphony Han 

Tat 1415-864 6000 
www^fsymphony.org 
San Francisco Symphony 
Orchestra: conducted by Michael 
TUson Thomas In works by Mahler, 
including Symphony No. 5. With 
mezzo soprano Frederica von 
Stade; Jin 12, 13 

TOKYO 

CONCERTS 
Suntory Hall 
Tat 81-36584 9999 

• Japan Philharmonic Symphony 
Orchestra: conducted by Neema 
JSrvi in works by Grieg and 
Beethoven; Jun 13 

• New York Philharmonic; 
conducted by Kurt Masur in works 
by Copland and Tchaikovsky; 

Jun 8 

• Yomiuri Nippon Symphony 


Orchestra: conducted by Jeffrey 
Tate in Haydn's Die Jahraszerten; 
Jun 11 

WASHINGTON 

CONCERTS 
Kennedy Center 

Tet 1-2024674600 
National Symphony Orchestra: 
Caribbean Festival concert 
conducted by Leonard Slatkin. 
Programme of works by Copland, 
Sandoval and Bemsiein: Concert 
Hall; Jun 11 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received In western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN I nte r na tional 
Monday to Friday, GMT: 

0830: MonsySn© with Lou Dobbs 
1880: Business Asa 
19.30: World Business Today 
22.00: Wodd Business Today 
Update 

• BusbieM/Market Reports: 
05:07; 06:07: 07:07: 0820; 0920; 
10:20; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


C 


THE E PERSONAL VIEW DOMINIQUE MOISI 


C The world moves on 


The concepts of European sovereignty, identity and geographical 
space need rethinking in the conte>ct of globalisation 


T he age of globalisa- 
tion has replaced 
the era of the cold 
war. But we still 
tend to act and think as Lf 
nothing bad changed. Gener- 
als are not the only ones 
fighting previous battles. 
Others have been just as 
slow to adjust to these revo- 
lutionary times. 

Nowhere more so than In 
the way Europeans tend to 
think about themselves and 
tbe future of the European 
Union. Concepts defined at 
the time of the cold war con- 
tinue to obscure the present. 
The consequences or globali- 
sation have been integrated 
far more (for obvious rea- 
sons) by economic actors 
than by their political and 
social equivalents. 

Tbe three goals the EU has 
set for itself - namely eco- 
nomic and monetary union, 
institutional reform and 
enlargement - hide three 
fundamental challenges. All 
three are linked, one way or 
another, to the phenomenon 
or globalisation: they are the 
challenges of sovereignty, 
identity and what we might 
call "geographical space". 
Europe has to redefine these 
three concepts. 

In a global, interdependent 
world, what does national 
sovereignty mean? Can 
Europe dream of becoming a 
new "power” in classical 
terms when the very' notion 
of power has been trans- 
formed? 

European governments are 
adjusting to the fact that 
they are no longer fully in 
control of their monetary 
policy. One of the big prob- 
lems (being Europe is that 
' its various member coun- 
tries are preparing, either 
with enthusiasm or with res- 
ignation. to share what they 
no longer control: their cur- 
, rency. Germany, which con- 
siders itself tbe most "sover- 
eign" in monetary matters, 
‘is the most reluctant 
to abandon its national 
currency. 

Even in terms of security, 
the notion of sovereignty 
i does not fully correspond to 
!the reality of a Europe 



Destruction in Bosnia: Europe fatted to act 


whose main guarantor is the 
US (through Nato). In Kos- 
ovo today, as in Bosnia yes- 
terday, Europeans are 
waiting for US initiatives. 
What is tbe meaning of sov- 
ereignty when it is not 
accompanied by independent 
responsibility? 


currency in 2002 than that it 
will pursue a common Mid- 
dle-Eastern policy. 

If it is federal, while 
remaining national, Europe 
will also become more 
regionally oriented as pow- 
ers and responsibilities are 
devolved to the regions. 


One can say with more certainty 
that Europe will have a common 
currency in 2002 than that it 
will pursue a common 
Middle-Eastern policy 


Beyond the challenge of 
sovereignty lie6 tbe question 
of identity. Europe has 
become a complex, hybrid 
construction. It is federalist 
when it comes to money; but 
still nationalist, or at best 
intergovernmental, as Car as 
foreign policy and security 
are concerned. One can say 
with more certainty that 
Europe will have a common 


Such an inventive, complex 
construction - a source of 
studies for future genera- 
tions of constitutionalists 
and legal experts - will have 
one important consequence 
for the citizens of Europe. 
Like the Union they live in. 
they too will posses multiple 
identities. In the Europe of 
tomorrow, one will be. say, 
Scottish. British and Euro- 


pean, or Catalan, Spanish 
and European. 

The world of sport is an 
Indication of what is to 
come. Supporters root for 
their local and then national 
team. But they are also 
beginning to support tbeir 
continent. The football 
World Cup, which opens this 
week in France, can be seen 
as a contest between the 
continent of Latin America 
and that of Europe. 

To acknowledge these mul- 
tiple identities in a global 
age should be a source of 
strength, creativity and 
diversity for Europeans. 

To negate such an evolu- 
tion in tbe name of presay- 
ing a monolithic identity is 
to fight a rearguard battle, 
which is understandable 
emotionally but hard to con- 
done. Thus one cannot sup- 
port those in French politi- 
cal and intellectual circles 
who defend the sanctity of 
the Republic against a feder- 
alist Europe. 

The third challenge con- 
fronting Europe is that of 
geographical space. Like a 
rapidly growing child, 
Europe does not know where 
its body ends. That explains 
much of its clumsiness. Yet 
a certain geographical ambi- 
guity is necessary. 

It is undeniable that Rus- 
sia is historically and cultur- 
ally part of the European 
space. It has vocation to par- 
ticipate one day, but in ways 
that remain to be invented. 
Such is also the case with 
Turkey. 

Meanwhile, Europe will be 
forced to redefine the mean- 
ings of sovereignty and iden- 
tity in the absence of a dear 
geographic definition of 
itself. 

The Union will continue to 
move forward with mone- 
tary union believing, rightly, 
that there is light, not at the 
end of the tunnel, but in the 
process itself! 

The author is deputy di re ct or 
of the Paris-based Institut 
Francois des Relations Inter- 
nationales and editor of Poli- 
tique Etrangbre. He writes 
here in a personal capacity. 



World 
Links for 
Development 


oficMatQ' a, tumid learuuHQ. 


The World Links for Development Program is a global collaborative learning program 
sponsored by the World Bank. The Program links secondary-level students and teachers in 
developing countries with (heir counterparts in industrialized countries, via the Internet 
for two-way teaching and learning. 

The objectives of the World Links for Development Program are to: 

■ Improve and expand educational opportunities for students in both developing 
and industrialized countries, 

■ Build capacity for developing countries to use information technology 
for economic and social development, and 

■ Facilitate cultural understanding among youth around the world. 

Over the next three years the Program aims to reach 1 ,500 schools in 40 developing coun- 
tries involving at least as many schools in industrialized countries. 

The World Links for Development Program is seeking cotporate, public and non-go vem- 
mentai financial and in-kind support to complement the $2 million annua! grant financing 
allocated by the World Bank. In-kind support is particularly needed for basic information 
and communication technology equipment (computers, printers, modems, ethemet cards, 
hubs, network cable, etc.), to establish school-based, networked, on-line computer labs. 
For interested corporate sponsors the World Links for Development Program offers sig- 
nificant public relations and business development opportunities in emerging markets, in 
Latin America, Africa Eastern and Central Europe, and Asia. 


Interested corporate sponsors should contact: 
Sam Carlson, WorLD Programme Manger 
202-473-7561 (tel.), 202-676-0961 (fax), scarlson@worldbank.oig (e-mail) 
Elizabeth Ashbourne, WorLD Programme Partnership Coordinator 
202-458-5247 (tel.), 202-522-1714 (fax), eashboume@woridbank.oig (e-mail) 




LETTERS TO THE EDITOR 


EU withholding tax would be a 
useless piece of bureaucracy 


From Mr John Battersby. 

Sir, The European Com- 
mission is proposing a 20 per 
cent withholding tax on 
bank interest. It is not a 
measure the UK government 
should support. The UK 
already, in most cases, 
imposes a withholding tax of 
20 per cent on such interest 

unless the recipient is able 
to certify that he or she is 
not ordinarily resident for 
tax purposes in the UK. If 
the proposal were to be 
adopted and the UK were 
required to deduct tax, this 
would be a useless piece of 
bureaucracy. 

The UK has tax treaties 
with all tbe other member 
states of the EU that would 
require it to refund the tax 
withheld from residents of 
those other states, except for 
residents of Belgium. Italy, 
Portugal and Spain - who 
would receive different 
repayments of up to half of 
the tax withheld. Thus, from 
the UK perspective, the pro- 
posal gives added cost but 
no additional defence to 
counter evasion and could 
lead to residents of those 


countries moving their funds 
outside the UK to avoid 
engaging in this unneces- 
sary paper chase. 

The Commission's propos- 
als no doubt reflect wider 
anxieties about what it sees 
as undesirable tax evasion. 
It may be that the remedy 
lies in re-visiting the domes- 
tic legislation and tax col- 
lecting structures of member 
states affected rather than In 
seeking to impose require- 
ments on other states. In 
particular, the special posi- 
tion of UK offshore islands is 
not something the UK gov- 
ernment should be prepared 
to try to overturn without 
the strongest of reasons, 
even if it is legally and con- 
stitutionally able to do so. 

John Battersby, 
partner, 

KPMG Tax Advisers, 

1 Puddle Dock, 

London EC4V 3PD, UK 

From Mr Jeremy Wagoner. 

Sir. Your readers have 
already been made aware 
(Letters. May 22) of the risks 
to London's position as an 


international finance centre 
caused by the proposed EU 
directive that seeks to 
impose a withholding tax on 
interest due to European 
bondholders other than insti- 
tutions. 

My association’s concern 
is with the corporate bond 
issuer who could face higher 
capital costs, first because of 
the need to increase the 
return offered to compensate 
for the withholding tax just 
at the time when European 
bond markets should be 
expanding to offer corpo- 
rates a cheaper and readier 
source of funds, and. second, 
because of lower demand 
from investors who may 
migrate to other markets, for 
example the US. 

We urge the authorities in 
the UK and Brussels to have 
second th o u g hts about this 
most damaging proposal. 

Jeremy Wagener, 
director general. 

The Association of 
Corporate Treasurers, 

Ocean House, 

10-12 Little Trinity Lane. 
London EC4V 2AA, UK 


Time to remind pilots of customer power 


From Dr Anne-Carole 
Charmer. 

Sir. The striking Air 
France pilots should be 
reminded of customer power. 
The only way we can attend 
a family wedding in France 
on June 13 is by flying Air 
France at a price for an 


economy fare that would 
take us to Cape Town and, 
back cm another airline. If 
the pilots’ unnecessary 
strike prevents us from 
attending the happy event, I 
shall devote my energies to 
organising a year-long boy- 
cott of Air France with tbe 


aim of grounding most of the 
pilots permanently. I shall 
not be short of support 

Ann e-Carole Cbamier, 
Achandunie House, 

Ardross, By Alness, 

Ross and Cromarty, 

Scotland IV17 OYB, UK 


Tests showed polystyrene containers are free of toxic substances 


From Mr Andrew Bametson. 

Sir. In the article "Cold 
water poured on instant noo- 
dle fear” (May 19) by Bethan 
Hutton, you reported the 
alleged concerns over the 
use of polystyrene in noodle 
containers, which came from 
the Kyodo News in Japan. 

It is unfortunate that the 
article raises unnecessary 


concerns about the use of 
polystyrene in noodle con- 
tainers. Your journalist has 
failed to note that, within 
days, the Kyodo News had 
retracted its comments and 
issued a formal apology for 
its comments. This state- 
ment was made on May 2, 
some two weeks before the 
article you published. 


In an apology to the 
author of the report. Dr 
Kawamura, the Kyodo News 
states that the suggestion 
that pol yst yrene containers 
contain toxic substances 
"was wrong and [the] lab 
tests have shown no such 
results”. 

They note that the error 
was due to a lack of scien- 


tific understanding by their 
translators. 

Andrew Barnetson, 
expanded polystyrene envi- 
ronmental affairs manager. 
The British Plastics 
Federation, 

6 Bath Place. 

Rivlngton Street, 

London EC2A 3JE. UK 


Number One Southwark Bridge, London SE1 9HL 
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ECONOMICS NOTEBOOK ROBERT CHOTE 


A sia’s financial cri- 
sis is affecting the 
world economy in 
many ways. Its 
depressing impact on com- 
modity prices is among tbe 
most visible. The slide 
seemed to have halted in the 
early months of this year, 
but recent weeks have seen 
prices falling again. 

The obvious question is 
whether May's decline of 3 
per cent or so is a blip, or 
whether we are in for a 
repeat of the 11 per cent 
drop recorded in the second 
half of last year. If that fall- 
ing trend resumes, it wifi be 
good news for inflation in 
the industrialised econo- 
mies, but bad news for reve- 
nues in the commodity-prod- 
ucing nations - many of 
which are relatively poor 
developing countries. 

Since the mid-1970s, com- 
modity prices have been on 
a declining trend. Non-fuel 
prices reached depression- 
level lows in 1992 and 1993, 
having halved since 1980. 
The recoveries that followed 
proved short lived. Metals 
and agricultural prices have 
dropped a quarter from their 
1995 highs, while energy 
prices have fallen more than 
a third from the peak they 
reached at the end of 1996. 

That conforms to a typical 
cyclical pattern, in which 
commodity prices rise for a 
couple of years and then 
decline over a longer period 
after producers respond by 
increasing supply. This 
response often Involves tech- 
nological and organisational 
innovation. For example, 
increased investment in, and 
privatisation of, mining in 
Latin America has contrib- 
uted to lower metals prices. 

The Asian crisis superim- 
posed itself on this pattern 
from the middle of last year. 
In the countries affected 
most directly, it has m ea nt 
lower demand, less construc- 
tion, a scarcity of trade 
finance and rising import 
costs in national currency 
terms. Spin over and conta- 
gion have meant weaker 
demand in other countries 
too. 

That demand effect has 
had a big impact on prices, 
in part because Aslan coun- 
tries have become important 
consumers of commodities 
during recent years. Asian 
developing countries 
accounted for two-thirds of 
the increase in world petro- 
leum consumption between 
1992 and 1996, raising their 
share of world consumption 


The curse of 
commodities 

What is bad for producer nations has 
helped others by damping inflation 

Heal co mmo dft y prices fafl as world growth slows 

1990=100 ///y/ ■ Growth (%) 


■ Wodd artpatflnwrfb 

COnmoflypnas _ 6 
— todattoQ petadean 
=s Exfcdtog petrotaBD 



from 12 per cent to 15 per 
cent. Base metals, rubber, 
grains, Cats and oils showed 
similar trends. 

For some commodities - 
such as timber, rice, natural 
rubber and vegetable oils - 
the big falls in Asian curren- 
cies have bad an impact on 
supply as well as demand. 
They have given countries 
an incentive to export more 
from their existing stock- 
piles and to increase output 

The weather has helped to 
depress commodity prices 
too. Conditions have been 
favourable to crop produc- 
tion. notwithstanding the El 
Nlfio weather pattern - a 
modest periodic warming of 
the tropical Pacific Ocean 
that reverberates globally. El 
Nifro has only depressed pro- 
duction sufficiently to have 
a significant impact on 
world prices In a couple of 
cases: fishing off the west 
coast of South America and 
palm oil production In Asia. 

The other Important 
weather effect has been the 
relatively warm winter 
enjoyed in the northern 
hemisphere. That reduced 
demand for heating oil and 
contributed to weak petro- 
leum and energy prices. 

What of the future? Don- 
ald Mitchell, senior econo- 
mist in the World Bank's 
commodities team, argues 
that the cyclical decline In 


commodity prices "should 
continue for several more 
years before low prices lead 
to reduced investment and 
trigger another cycle". He 
also believes that the Asian 
crisis should help keep 
prices low for some time. 

In tbe short term, supply 
factors may subdue prices 
for a number of commodi- 
ties. These include a big 
arabica coffee crop in Brazil, 
healthy sugar production in 
the southern hemisphere, 
and a promising grain har- 
vest in the US. 

Supplies of metals also 
look more than adequate, 
with weak buying In Asia 
more than offsetting stron- 
ger demand in Europe and 
North America. Russia is 
also seen as a potential dis- 
tress seller of palladium. 
nlckeL platinum, aluminium 
and gold if it has to devalue. 
The outlook for gold also 
depends on how much the 
European Central Bank 
wants in Its reserves. 

The ofl price will depend 
in large part on the ability of 
producers to restrict output 
in the face of weak Aslan 
demand and global oversup- 
ply- Saudi Arabia, Venezuela 
and Mexico agreed to cut 
exports last week, but it 
remains to be seen if this 
will stick and whether other 
producers will fall into line. 

The cycle, the Asian crisis 


and short-term supply con- 
siderations all point to con- 
tinued weakness in commod- 
ity prices. But another 
serious lurch downwards 
looks unlikely unless the 
Asian crisis takes a dramatic 
turn for the worse. 

Continued commodity 
price weakness is good news 
for the industrial countries, 
although the beneficial 
impact on inflation will 
eventually wash out unless 
the downward trend persists. 

There are good reasons to 
believe that commodity 
prices should be an effective 
leading indicator for indus- 
trial country inflation. Com- 
modities are an important 
input Into production. The 
fact that they are storable 
assets and traded on auction 
markets mpans their prices 
should respond rapidly to 
changing information about 
the prospects for infla tion 
and economic activity. 

But an International Mon- 
etary Fund study last year 
concluded: “We find no sta- 
ble long-run relationship 
between commodity prices 
and UK retail prices, and 
hardly any evidence of cau- 
sality from commodity 
prices to retail prices.”* The 
economic impact of commod- 
ity price weakness thus 
seems far more important to 
producers than consumers. 

At least 25 countries 
depend on petroleum for a 
fi fth or more or their foreign 
exchange earnings. These 
include Russia, Nigeria, and 
several Latin Ameri can 
countries as well as the 
fa mil i ar Middle Eastern pro- 
ducers. Many of these coun- 
tries depend on petroleum to 
finance much of their gov- 
ernment spending, suggest- 
ing that low prices might 
threaten valuable public sec- 
tor investment Falling cop- 
per prices pose s imilar prob- 
lems for 2ambia, nhiip and 
Mongolia, each of which 
derive at least a fifth of their 
foreign exchange earnings 
from the metaL 

If the Asian crisis does 
flare up again, or if Russia 
stumbles, then a fresh slide 
in commodity prices might 
well prove to be a chann el 
for contagion. If so. slightly 
lower industrial country 
inflation would hardly be 
adequate compensation. 

* World Commodity Prices as 
a Forecasting Tool for Retail 
Prices: Evidence from the 
United Kingdom, by Alicia 
Garcia Herrero & John 
Thornton. IMF Working 
Paper 97170. June 1997. 
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Wrong role 
for Nato 

From Mr Yugo Kovach. 

Sir, Your article. “Serbs 
step up crackdown in Kos- 
ovo” (June 4). gave me hope 
that the flow of weapons to 
tbe Kosovo Liberation Army 
would be stemmed, thus 
enabling negotiations to con- 
tinue. But you went on to 
explain that the purpose of 
any Nato presence would be 
to* deter Yugoslav forces 
from pursuing the KLA into 
Albania. To do nothing 
about the flow of weapons 
increases the likelihood that 
the violence will escalate 
and tbe talks grind to a halt 
Surely Nato cannot want 
this outcome? 

Tbe ultimate irony is that 
the Krajina aod Bosnian 
Serbs were not allowed to 
remain part of Yugoslavia 
because of the inviolability 
of Uto's internal administra- 
tive lines. Yet your accompa- 
nying editorial (“Kosovo cri- 
sis”) tacitly favours the 
eventual establishment of a 
Greater Albania. So much 
for the long-established 
international frontier 
between Serbia and Albania. 
You also seem keen for Nato 
to take on the greater task of 
intervention in Kosovo itself 
rather than the lesser one of 
truly sealing Albania's bor- 
der with the Kosovo prov- 
ince. Your policy prescrip- 
tions are neither ethical nor 
principled. 

Yugo Kovach, 

88 Lebanon Park. 
Twickenham. 

Middlesex TW1 3DG, UK 
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Africa’s new 
recidivists 


Indonesia in a hole 

Habibie does not. have a firm grip on economic policy or political power. If the country does not 
return to stability soon, say Peter Montagnon and Sander Thoenes, it could be set back years 

F irst came a landmark 
deal to reschedule pri- 
vate sector debt, then i I FfTiriSTHili 

the launch of an ambj- 


So much for Africa's new 
generation of leaders. The specta- 
cle of Ethiopia and Eritrea, two 
of the continent's poorest states, 
goin g to war over a disputed 
stretch of border (despite US-led 
attempts to mediate) is distress- 
ing enough. But when the antag- 
onists are a prime minister and a 
president held up as role models 
for an African renaissance, it 
could hardly be more damag in g 
to a continent struggling to 
improve its battered imag o 

Hopes that Africa had 
embarked on a self-initiated cam- 
paign to tackle its corrupt 
regimes, and break out of an 
unhealthy relationship with the 
west established during the cold 
war, have proved unrealistic. 

The performance of President 
Laurent Kabila in Congo (for- 
merly Zaire) daring his first year 
in power has alienated aid 
donors, the UN, and the African 
countries that helped put Urn in 
office. 

Now comes the fi ghtin g 
between Ethiopia and Eritrea. 
Both Prime Minister Mele« Zen- 
awi of Ethiopia and President 
Issaias Afewerki of Eritrea are 
products of the school of hard 
knocks. Having shown their mili- 
tary mettle by leading their guer- 
rilla armies to victory in the war 
against Mengistu Haile Mariam's 
regime, they proved adept at 
managing peace. A long-standing 
demand by Eritrea far indepen- 
dence was settled by referendum, 
and economic recovery became 
the p rio ri t y for two governments 
with much in common: both are 
fiercely independent determined 
not to repeat the mistakes of the 


Both lead e rs have also been 
dismissive ahrtm thp performance 
of the Organisation of African 
Unity (QAU), and scathing about 
the shortcomings of the UN. 

Together they brought hope for 
a core of stability in a volatile 
region. That prospect is now 
imperilled. With Ethiopia and 
Eritrea distracted and weakened 
by their domestic confli ct, sev- 
eral dangerous developments are 
possible 

Ye men, across the Bed Sea 
from Eritrea, could revive fia+nc 
to the Dahlak tsfand^ off Eritrea, 
where the prospect of oil has 


F irst came a landmark 
deal to reschedule pri- 
vate sector debt, then 
the launch of an ambi- 
tious privatisation programme. 
Today, the International Mone- 
tary Fund resumes its review of 
Indonesia's economy with a view 
to reactivating the country's 
$13bn (£2Gbn) international res- 
cue package. 

Events have moved at such a 
cracking pace during the past 
few days that it might appear 
B.J . Habibie, Indonesia’s new 
president, was consolidating his 
grip on policy. It might seem also 
that he had strengthened his 
hold on the presidency, thrust 
upon him last month after the 
abrupt departure of President 
Suharto. 

Neither is true. Few Indones- 
ians believe such frenetic activity 
will do much to resolve tbeir 
country's fundamental problems. 
Noth withstanding a few radical 
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already strained relations. Ten- { gestures, such as the freeing of 
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stems on the border with Somalia, political prisoners and recognl- 
whose territorial claims on Ethio- tion of hitherto illegal trade 
pia have led to war in the past, unions, Mr Habibie’s administra- 
are likely to rise. Egypt will Con is viewed as weak and tran- 
watch developments with con- sitlonaL The eco n omy remains in 
cem because the Nfle Is fed by virtual free fall, and there can be 
rivers that rise in Ethiopia, and no revival of investment until 
the military regime In Sudan will political stability returns, 
be delighted by the spectacle of The failure of the rupiah to 
two supporters of the south am- rally on last week's $80bn debt 
based rebel movement at each rescheduling underlines this con- 
other’s throats. cem. “The rupiah should 

Meanwhile the OAU * whose strengthen.’’ says Mohammad 
headquarters are in the Ethio- SadK, a former energy minis ter, 
pian capital of Addis Ababa - is “If it does not happen, it is dear 
once again exposed as inconse- that the stumbling block is politi- 
quential, and it has been left to cal confidence." 
the US to play the part of Mr Sadli has put his finger on 
mediator. the basic dilemma. There can be 

No doubt Ethiopia and Eritrea no economic recovery without a 
will come to accept Washington's resolution of political uncertain- 
proposal that their dispute ties; yet the collapse in the econ- 
should be submitted to interna- omy is making political solutions 
tional arbitration, and declare a harder. The failure to plan prop- 
ceasefire. But the damage has erly for the transition that every- 
already been done. The world one knew would inevitably follow 
will have concluded that, far the departure of former President 
from being a new breed, Mr Suharto risks producing a power 
issaias and Mr Meles are little vacuum; the danger is that eco- 
better than the generation of nomic and social development 
African leaders who did so m uch could be undermined for the best 
harm: not so much reformists, as part of a decade, 
political recidivists. The immediate problems are 

daunting. By the government's 

- — - - own calculations, the economy is 

expected to shrink by 10 per cent 
• this year, though most private 

g -4--| CX sector forecasts are closer to 20 

I I If | i j per cent Official unemployment 

is expected to rise to about 17 per 
cent, and inflation is already 
ket, and the establishment of more than 50 per cent and bead- 


use of aid, and insistent on a 
relationship of equals with file 
donors. 


Taxing time 


The European Union, UK. 
objections aside, edged closer last 
week to agreement about a mini- 
mum tax cm savings and invest- 
ment The proposal, which may 
inadvertently benefit the US, has 
worthy aims. But it is deeply 
flawed. 

The EU is trying to improve 


t i2S:aaSfe> 


t *••• 
s4 ,rt i 



rsv>.V 




M,, iS 




^Pfinn 


rest of Africa, cautious In their better than the generation of 


African leaders who did so m uch 
harm: not so much reformists, as 
political recidivists. 


London and Switzerland as the 
premier global financial cerates, 
at the expense of New York. 

Now, with global capital mere 
mobile, the mov ement of funds 
may be even swifter. The EU 
would undeniably lose out to low- 
tax countries such as Switzerland 


the policing of the taxation of - and, ironically, the US. 


capital Suppose a German rest- 
dent puts his money into a bank 
account in Luxembourg, which 
does not tax interest payments to 
non-residents. In theory, he 
ahp nid be taxed on this interest 
as he receives it in Germany, and 
so should gain no advantage 
from moving his money. In prac- 


Tbe EU proposal is also unwel- 
come because it is the thin end of 
an interventionist wedge. Taxa- 
tion has recently been moving up 
the EU agenda. The jropasal 'is 
itself part of a package which 
includes plans to eliminate cer- 
tain discriminatory tax re gimes. 
More ominously, the Commission 


tice, though, the interest pay- has hinted that it is in favour of 
merit rarely finds its way cm to changing general tax rates. 


the tax return. The German resi- 
dent receives gross interest and 
Luxembourg gains from the 
growth in its banking system, 
but the German government is 
out of pocket This type of tax 
evasion happens cm a large scale 
within the EU. 

The European Commission has 
proposed that EU countries 
should be obliged to do one of 
two thing s. They could provide 
infor mati on on non-residents' 
interest income to their home 
countries to ensure they win be 
fully taxed at home. Some EU 
countries, with stringent banking 
secrecy laws, would be reluctant 
to do this. An alternative would 


Until now, national govern- 
ments have held fast to the prin- 
ciple of subsidiarity in tax mat- 
ters. But the pressure being put 
on the UK to accept the withhold- 
ing tax proposal suggests that tax 
harmonisation measures could be 
forced through as memb er states 
vie to prove they are “good Euro- 
peans'’. Loss of tax flexibility 
would be a grave mistake and 
could permanently damage the 
ElFs competitiveness. 

This does not mean that the 
problem of -evasion of taxes on' 
capital should be* ignored- But 
the EU approach is misguided. 


ing higher. A large swathe of 
Indonesia’s indebted corporate 
sector has been rendered bank- 
rupt by the plunge in the cur- 
rency. The local banking system 
has all but collapsed under a 
mountain of loan losses. 

This litany of troubles would 
sorely tax even a well-established 
administration. Mr Habibie’s 
chances of achieving economic 
normalisation are “dose to aero,’' 
says Sjahxix of the EcEn eco- 
nomic consultancy. 

Among the tagfcg facing him — 
and the IMF team - is the need 
to determine a reasonable level 
for the budget deficit It was an 
attempt to reduce spending by 
increasing fuel prices that 
sparked the final violent 
upheaval of Mr Suharto. “Physi- 
cal infrastructure can be cut, not 
job and social safety net pro- 
grammes," says Ginandjar Karts- 
sasmita, co-ordinating minister 
for the economy. 


dally considering the collapse of 
the tax base. Given the additional 
pressure on food supplies created 
by drought, the government may 
need to run a deficit of between 6 
and 10 per ceDt of gross domestic 
product That would be unprece- 
dented for a country in the midst 
of an IMF programme, says Mari 
Pangestu, director of the Centre 
for Strategic and International 
Studies. 

On top of that comes the cost 
of bailing out the banking sys- 
tem. which Ms Pangestu puts at 
about $20bn. So far Indonesia has 
made little progress in this 
regard. IBRA, its bank restruct- 
uring agency, has taken many 
banks under its wing but has 
done little to close bad institu- 
tions, merge others and create a 
viable banking system. 

AH this will require massive 
amounts of international aid. But 
the question facing the IMF, as 
well as bilateral donors who 
gather next month for their 
annual meeting on Indonesia, is 
bow far to pump in money before 
the political transition is com- 
plete. While humanitarian con- 
siderations call for basic assis- 
tance, there is a risk that money 
will go down the drain if it is 
given to a government without a 
real mandate. 

•The longer Habibie stays, the 
more painful it win be for the 
country." says Rita! Ramli, a crit- 
ical economist. “It would be 
advisable for the IMF and the 
World Bank to withhold money. 
It would just go to the same cor- 
rupt regime." 

But the circumstances in 
which Mr Habibie will give way 


bie was taken aback by the real- 
isation of his own unpopularity 
when he was catapulted into 
office, according to diplomats. 

Much of what he has done 
since has been simply to follow 
the advice of others. In the eco- 
nomic field he is dependent on 
Mr Ginandjar. just as he is on 
General Wiranto. head of the 
armed forces, for military sup- 
port. Yet his desire to defer par- 
liamentary elections until the 
end of next year suggests he 
hopes to consolidate his own 
position and develop a power 
base for the longer term. 

Two factors militate strongly 
against this. First, the same pub- 


Some economists believe signif-. to a successor able to command 


icant savings could be achieved 
{amply by ending the payments 
siphoned off by cronies of the for- 
mer Suharto administration. But 
this looks a forlorn hope, espe- 


real popular support are impossi- 
ble to predict A diminutive for- 
mer science minister with a pas- 
sion for grandiose and eccentric 
development schemes, Mr Habi- 


The rupiah should 
strengthen, ff it does 
not, it is clear the 
stumbling block is 
political confidence’ 


lie revulsion at the way the previ- 
ous administration milked the 
economy is turning against Mr 
Habibie. His own wealth, as well 
as that of his family, is coming 
under public scrutiny. The other 
is that he simply cannot survive 
the continuing deterioration of 
the economy. 

Mr Ginandjar. widely thought 
to harbour his own ambitions, is 
among those who disagree with 
Mr Habibie’s election timetable. 
For the sake of economic confi- 
dence, he thinks elections should 
be held early next year. 

At the weekend Emil Salim, a 
respected economics professor 
who is also sometimes touted as 
a possible presidential candidate, 
called for more speed. “Why 


should we have to wait until late 
next year if we could hold an 
election within six months?” he 
said. “The quicker the political 
problem is resolved, the quicker 
the economy recovers." 

The precise timetable also 
depends on another set of impon- 
derables. Some believe that, with 
universities due to close for their 
annual vacation, the student 
pressure that brought down Mr 
Suharto may abate, particularly 
since divisions are emerging in 
student ranks. 

More important, the struggle 
for power only really began after 
Mr Suharto’s resignation, Golkar, 
the government party, is in the 
process of disintegration. All the 
ma in actors need time to group 
and consolidate. While that pro- 
cess is under way it serves their 
interests to have a weak presi- 
dent 

It is noticeable that the two 
opposition politicians with the 
deepest popular support - Mega- 
wati Sukarnoputri, daughter of 
former President Sukarno, and 
A mien Rais, the Moslem intellec- 
tual - have been careful not to 
rock the boat Diplomats say 
General Wiranto has been sup- 
portive of Mr Habibie partly 
because he wants a constitu- 
tional and orderly solution to the 
political dilemma. But he has 
also not yet completely consoli- 
dated his hold over the armed 
forces - in spite of the sidelining 
of General Prabowo Subianlo, Mr 
Suharto's ambitious and temper- 
amental son-in-law. 

Another solution would be the 
formation of a formal caretaker 
government Indonesia’s constitu- 
tion provides for the appointment 
of a triumvirate to run the coun- 
try on a temporary basis. Such a 
group has been much discussed. 
It would include a military figure 
such as Gen Wiranto, former 


vice-president Try Sutrisno or 
former defence minister Edi Sud- 
radjat. It would also contain a 
popular politician such as Ms 
Megawati, and a Moslem figure 
such as Abdurrahman Wahid, 
chairman of the Nahdlatul Ulama 
grouping, ar an economic techno- 
crat such as Mr Salim. 

The failure of such a solution 
to materialise indicates the 
extent to which leading figures 
are pursuing their personal ambi- 
tions. In that vacuum, there is a 
risk of a new and violent convul- 
sion as rivals clash and Indones- 
ia's economic problems go unad- 
dressed. “Decent people will 
become anarchists. They will 
have to. because they need to 
eat," says Mr Sjahrir. 

It need not happen like this. 
For all the economic gloom, some 
analysts print to the resilience of 
the Informal economy and the 
possibility of a sharp revival in 
agriculture now the drought is 
over. The rupiah devaluation has 
also spurred exports of some 
products such as pulp and paper, 
as well as of nan-traditional ones 
such as marble. These factors 
could keep the wolf from the door 
until a more orderly political 
solution materialises. 

But the foreign investors who 
are supposed to finance Indones- 
ia's recovery realise it may be 
years before the former dyna- 
mism returns. Hie longer politi- 
cal uncertainty and economic dis- 
tress continue, the greater the 
fear that Indonesia could com- 
pound its problems by settling on 
a government that is inward- 
looking, Islamic in orientation, 
and hostile to foreign capital. 

“Our tragedy is that we have 
waited so long for this to hap- 
pen.” says Ms Pangestu of Mr 
Suharto's departure. “Now the 
opportunity is there before us. 
and we don’t know what to do." 


secrecy laws, would be reluctant Instead, the issue should be tack- 
to do An alternative would led at a global level. The OECD, 

be to impose a withholding tax of which has already, prepared a . ^ 

20 pa- so at least some tax report on the subject, may be the ATIOlllCr Sl6p 
would be paid on interest income, appropriate^ foram: , 

This solution would weak if the Ttafiateral EU actwn will not fOl tulllllayY 
capital stayed neatly within the stop tax e vaders . Bat it could sti- 
confines of the EU. Bat it cannot fle the move towards greater e& There’s a tussle under* 
be so easily tied down. That was ciency and integration in the two top jobs at the 
true even in 1968, when the US Europe’s capital markets, which Council of Ministers. W 
introduced a similar tax. The 
result then was capital flight, the 
creation of the eurodollar mar- 
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There’s a tussle underway to fill, 
the two top jobs at the European 
Council of Ministers. With the 


a single currency win otherwise Amsterdam treaty transforming the 
promote. The plan should be roles of general secretary and 


dropped- 


New ref needed 


Soccer, the world’s most popul ar 
game, is governed by an organi- 
sation in urgent need of reform. 

Anyone doubting this need 
look no farther than the lead-up 
to today’s Fife Congress to Paris 
which, two days before the start, 
of the World Cup, meets to elect 
its new president 

the two candidates are Joseph 
Blatter, the Swiss general secre- 
tary of Fffa, and Lennart Johans- 
son. the Swedish president of 
European football's .governing 
body. Uefa. The horse-trading 
and financial manoeuvres in sup- 
port of the rivals have been any- 
thing but edifying. 

The way that Fifa behaves 
owes much to the legacy o f_Joao 
Havel ange, the outgoing 
dent Since 1974,'fie has presided 
over world football’s cmnmprraa] 
transformation. As rev enges 
have g ro wn, so has Fife's power, 
and with it, that of Mr Have- 


lange. He has ruled for many 


deputy general secretary,' 
candidates are being actively lined 
up by member slates. 

Under the treaty, EU foreign 
poficy wrfl get a more public face, 
with the secretary general acting 
as the Union's “high 
representative” for foreign and 
security affairs; the deputy win 


years with - a combination of I chair regular business In Brussels. 


patronage and fear. 

Mr Bavdange is standing down 
at the age of 82. But he has been 
the eminence grise of the cam- 
paign lobbying for Mr Blatter, 
the of continuity. 

The best hope fin- ending the 
croneyism that has dominated 
Fife for so long - and! which has 
been mirrored in other world 
sports organisations - rests with 
Mr Johansson. Three years ago, 
he r hanang gd Mr Havelange in 
an attempt to democratise the 
organisation.. 


One name at toe forefront for 
either poet is retired Brffist) • 
diplomat Sir David Hannay. lt 
seems he just can't get enough of 
the EIU, wren after stints sn toe 
Commission with Sir Christopher 
Soemes and as UK permanent 
representative to Brusse&in a 
long, Mgh-profite dlptomalfc career. 
He-pofished It off as Britain's man 
at tf» United Nations during the 
Gulf war. 

Despite hltfing the compulsory 
re ti r ement age of 60 a couple of 
years ago, Hannay has refused to 


Of the many promises made be sidelined, and has recently been 
during the campaign, one by Mr acting as foe Union’s / 


Johansson best serves the inter- trouble-shooter on Cyprus; he’s 
est of democracy and the game in also triad to do his bit as British 
general: a radical overhaul of prime minister Tony Blab's 
Fife's structure and personnel, repairman for EU rotations, with 
and the establishment of a “fair Turkey. Butin foe lace of Tuki^) 
and accountable" system of gov- Cypriot Intransigence and Turkish 

auBcng, he has achieved precious 
Btrie, except maybe a possible 


return ticket to Brussels. 

Britain has put Hannay in for the 
deputy's job. but made dear he's 
also available for the top post, 
were that to fall to a non-pofltical 
figure. EU st at es are stHi divided 
on which way to go. France has 
pushed for the high representative 
to be an Important political 
personality, while Germany and 
Austria want him to be a 
bureaucrat, even if an eminent one 
like Joachim Bitterfch. Chancellor 
. Kohl’s adviser, who’s being touted 
by Bonn. 

If Hannay gets the top job - who 
ends up with what should be 
decided at toe Vienna summit in 
December - It wifl make It hard for 
Brian Crowe, as another Briton, to 
stay on as the Council's external 
affaire director general. But 
Hamay’s got the bit between his 
teeth. Cut-toroat business, toe 
euro-jobs market 

Bad passing 

Plenty of fancy footwork at wotd 
football governing body Fife, where 
e new president will emerge today 
out of the smoke rising from the 
organisation's 51st congress in 
Paris. Not for tho first time, efforts 
by that bastion of democratic 
accountability to present itself as 
one big happy footbaEng family 
have come under strain. As If the 
the divisive atmosphere 
i surrounding the wheeJer-deaHng 
I over a new president were not 
I enough, one of the organisation's 
' most enthusiastic members 
Vincent Onarta, president of the 


Cameroon Football Federation - 
wont be going to Paris. 

With foe British Department of 
Trade and Industry closing down 
London-based Great Portland 
Entertainments after allegations it 
fuelled an Internationa black 
market in World Cup tickets. 

On ana's future as his country’s 
football boss appears at risk. He's 
confirmed that he had ■given' over 
3,000 tickets - destined tor 
fanatical Cameroon fens - to Great 
Portland; the company isn’t on any 
list of Fife-authorised ticket ' 
companies and seems to have had 
problems in delivering the tickets 
to unhappy puntere. Sounds Eke 
an own goal for Onana, who now 
faces a juticial investigation. 

Pitch and yawn 

The cost of the planned 
Internationa! Space Station may be 
rocketing into the stratosphere, but 
the real headache is decidng what 
to call the contraption that will take 
the place of Russia's Mir. 

US space agency Nasa is good 
at spawning acronyms, but station 
managers and astronauts think the 
mufti- bill Ion dollar gizmo could be 
cased something more inspiring 
than ISS. With 16 nations involved, 
though, it's not easy to come up 
with a gtobafly-aiccept a bla handle. 

The Russians don't Kke Alpha, or 
anything that smacks of a 
beginning or a first - after ell. 
they've had space stations since 
Safyut 1 in 1971. Christening It 
after an explorer would be a j 

nationalistic minefield and besides I 


the Japanese don’t lflce naming 
inanimate objects after people. 

ISS has already had a name or 
two. Ronald Reagan called it 
Freedom, as the then Soviet Union 
had already bagged the name 
Peace (Ms). But despite the 
cultural and political hurdles, the 
unofficial goal is to reach a 
consensus on a jargon-free name 
before Orbital assembly begins 
later this year. Sounds Eke pie In 
the sky. 

Playing footsy 

The world's greatest football 
players may be expected to 
abstain from pleasures of the flesh 
in foe run up to toe Big 
Performance but not so Britain's 
finest baBet dancers. Indeed, the 
English National Ballet is aging its 
dancers to have sex before 
performances of Prokofiev's classic 
Romeo and Juliet. 

The thinking is that a touch of 
passion off-stage can only 
enhance performance on-stege. 
Artistic director Derek Deane says 
he wants foe ballet to have even 
more sexual overtones and 


abstinence as a ridiculous 
suggestion. “Dancers are so tactile 
and physical. They hardly wear 

anything to foe studios and get to 
touch every pert of each other's 
bodes anyway," ha says. Monica 
Parego, one of the six ballet stars 
lined up to play Juliet, says sex 
before a performance cakns the 
nerves. The audience, however, are 
requested to refrain. 


100 years ago 

Bombardment Of Santiago 
By The United States 
Now York, 7th June. The 
“Evening JounaJ* has received 
this account of yesterday's 
bombardment ol Santiago de 
Cuba. “The first gun was fired 
from the ‘Iowa' and was 
c£ reeled against Mono Castle, 
where Lieutenant Hobson and 

his man were reported to be 
imprisoned. The shot flew wide 
over the castle, but foe second 
tore one of the batteries to 
flinders. There were ten 
Ironclads in line formation 
passing backwards and 
forwards, and not a yard of 
coast escaped foe shete Iran 
the fleet Over fifteen hundred of 
these were feed. 

An hour after foe 
bombardment commenced, foe 
American ships moored closer 
to the mouth of foe harbour, 
where foe cruiser ‘RBina 
Mercedes" was discovered 
attempting to place explosives 
about the hull of the “Merrimac" 
in order to blow her up and 
clear the channel. A shefl from 
the “Oregon" landed squarely 
aloft the pilot-house of foe 
-Reina Mercedes" and tore all 
her upper works to shreds, 
killing some officers and sailors. : 
Admiral Cervera thereafter j 
ordered foe cruiser to be 
abandoned, and the survivors | 
sought the shoe. 
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Bulging Belgian 


Will the end justify the means? Probably. 
But Generate de Banques poison pill tac- 
tics. which allowed Fortls to trump ABN 
Amro in their bid battle, still leaves a 
bitter taste in ihe mouth - a hill auction 

was not allowed to develop. Still, if there 
is consolation for Gendrale's minority 
shareholders, it is that a full price has 
anyway been senired. 

For Fortls, meanwhile, the strategic 

benefits of bolstering its position in the 
Benelux region Justified paying up. While 
there are clearly significant cost synergies 
to be realised, one concern Is whether the 
domestic political environment will toler- 
ate them. The other is the fact that G6n6r- 
ale's management clearly favoured ABN 
Amro. Fortls will need to tread 
carefully. 

For ABN Amro, its European aspira- 
tions have once more run aground on the 
shoals of nationalism. Its bid for French 
bank C1C was confounded by government 
preference for a French solution. Belgium, 
meanwhile, was equally keen to develop a 
Grande Banque Beige. Shareholder sover- 
eignty clearly has same way to go yet. 

Goldman Sachs 

Whuu Goldman Sachs partners meet 
this week they should not be too hasty to 
abandon a structure that has served them 
so well. As a partnership, Goldman has 
been hugely successful: evolving a tightly 
knit culture and attracting the talent that 
lias allowed the firm to match or beat 
rivals with far greater human and finan- 
cial resources. 

One oft-heard argument for going public 
is that it would furnish Goldman with an 
acquisition currency. But what should It 
buy? It is a market leader In its core 
M&A. underwriting and trading busi- 
nesses. and catching up In asset manage- 
ment Fears that competitors will squeeze 
it where U is weakest - in distribution - 
look overdone as long as its products 
remain superior. If Goldman can keep on 
expanding organically It is much more 
likely to add value. 

That leaves the real reason why an Ini- 
tial public offering is back on the agenda: 
greed. When Goldman Sachs partners 
leave they receive book value far their 
stakes. But in this bull market, the cur- 
rent 190 general partners see a once-in-a- 
lifetime chance nf receiving three to four 


GoMman Sachs 

Pre-tax profits before payments to partners (Sbn) 


Fuflym 
■ FWquater 
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1 . 



1993 B4 95 96 97 98 

SanvMUm State* a 

times book value. There may, however, be 
a way of getting round this without going 
public or sacrificing the partnership struc- 
ture - by creating an Internal market for 
partnerships. This would allow older part- 
ners to sell out for. say. twice book value, 
while still leaving wealth in the firm for 
future generations. Making such a market 
work really would be a challenge worthy 
of a Goldman partner. 

Japan’s Big Bang 

Fears that Japan's Big Bang will be a 
damp squib look increasingly misplaced. 
That, at least, is the message of the rapid 
build-up of foreign investment banking 
operations in Tokyo, culminating in the 
recent Travelers/NIkko deal. Foreign 
bankers see big business in Japan In com- 
ing years and, as their Influence spreads, 
there will an Increase in the focus on 
shareholder value. 

Two other factors are helping to prise 
open Japan's previously closed financial 
system. One is the demographic time 
bomb which is affecting Japan even more 
severely than other industrialised nations. 
Investor anxiety about where the money 
to pay for future pensions will come from 
is leading to a search for higher 
returns. 

The second factor is the parlous state of 
Japan's banks. Slowly but surely, they are 
being prodded Into owning up to their bad 
debts, adopting proper credit assessment 
methods and attempting to improve prof- 
itability. As a result Japanese companies 
will do longer be able to rely on easy 


financing from their traditionally friendly 
banks. Put together the need for the cor- 
porate sector to compete for funds and 
investors' hunt for returns, and you 
have the Ingredients for radical 

change. 

Sceptics say Japanese companies will 
reject this pressure. But Anglo-American 
practices such as share options and buy- 
backs are no longer foreign. There has 
also been a dribble of cross-border M&A 
activity - not just Travelers/NIkko but 
also GE Capttal/Toho and Daimler Benz/ 
Nissan DleseL This may be small beer, 
but It does look like the start of some- 
thing big. 

European Central Bank 

How open should the new European 
Central Bank be? That Is one of the most 
important questions rts full council has to 
answer when it meets for the first time 
tomorrow. Wlm Dulsenberg, ECB presi- 
dent, has already given his answer no 
minutes should be published for 16 years. 
That is not quite as outrageous as It 
seems. Certainly, the opposite extreme 
being suggested - publishing what p-ach 
council member says - could be harmful. 
It might inhibit open, debate, make It hard 
for individuals to change their minds or 
I ead to their playing to the gallery in their 
home countries. 

But that does not mean complete 
secrecy should be the name of the game 
either. As a new central bank and a 
largely unaccountable Institution, the 
ECB needs to establish its credibility and 
legitimacy with financial markets. And Its 
policies are likely to be mare effective if 
people understand what it is trying to do 
and why. 

Where, though, to strike the balance 
between excessive secrecy and excessive 
transparency? Probably the best approach 
would be for the ECB to publish a dear 
statement of its monetary stance after 
each council meeting. This could go 
beyond revealing whether there was going 
to be any immediate rhwng p in interest 
rates to indicating how monetary paUcy 
was expected to change In future months. 
Most importantly, the ECB should give a 
full statement of its reasons for taking a 
particular stance - including a summary 
of any discordant minority views within 
the council. 
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Europe today 

Scandinavia will havo heavy 
shown*’*; or longer spans of rain. 

A cold front from Finland to the 
Baltic stales and into the eastern 
Alps will bring rain and 
thunderstorma, followed by much 
coder air. South-eastern Europe 
will be warm with Bunshtno. Most 
cf conlral and western Europe will 
be hne and dry with sunny spells, 
but there win bo ram across the 
far north-west. The 
Mediterranean, including ihe 
Iberian poninsula, win be dry, hot 
and mainly sunny. 

Five-day forecast 

Scandinavia and north-western 
Europe win remain unsettled, with 
spells of rain and sunshine and 
showers Western Europe win 
have thunderstorms by midweek 
and then turn cooler. The central 
and eastern Mediterranean will 
stay hot and sunny, but the west 
wHJ become thundery. 
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Swiss vote by 2-1 against 
ban on genetic engineering 

Pharmaceutical companies welcome referendum result 

ut.. «n. nri 7i>-winninK sclent 


By WBSam Hafl to Bern 

Switzerland's role as Europe’s 
leading centre of biomedical 

research was given a powerful boost 
yesterday when, in a referendum, 
Swiss voters heavily rejected a pro- 
posal to ban most types of genetic 
engineering. 

The scientists came down from 
their ivory towers to campaign," 
said PaulHerrling, head of research 
at Novartis Pharma which, with fel- 
low Swiss pharmaceutical company 
Roche, led the “No” campaign. 

Mr Herrling said the rejection by a 
margin of two to ooe would Inhibit 
similar initiatives in the future. He 
added that the" vote would remove 
uncertainty in the Industry and 
encourage further research, espe- 
cially among small biotech compa- 
nies. 

Switzerland Is the only country in 
the world whose population has 
been given a chance to vote on such 
a contentious scientific debate, 

Support for the proposal - to “pro- 
tect life and the environment against 
genetic manipulation'' - was stron- 


gest In the German -speak Log can- 
tons. It was weakest in the French- 
speaking parts of Switzerland. This 
reflects divisions in other Gennan- 
and French-speaking areas of Europe 
on such issues. 

In the French-speaking canton of 
Vaud, for example, the voting was 
five to one against the ban. In the 

Protestant, German-speaking canton 
of Appenzell a ban was favoured by 
44 per cent 

Supporters of the ban argued the 
bulk of genetic research projects 
would have been unaffected by the 
proposition, which would have pro- 
hibited research using transgenic 
artiwaiB forbidden the patenting of 
plants and animals and prevented 
the deliberate release of genetically 
modified organisms. 

However, the Swiss pharmaceuti- 
cal industry argued that a ban would 
have forced it to move most of its 
promising research protects out of 
Switzerland. It said a ban would 
have led to the cancellation of more 
than 500 research projects at Swiss 
universities, which have produced a 
significant number of Nobel 


Train wheels checked in probe 
into German railway disaster 


By Peter Norman to Bonn 

Deutsche Hahn, the German federal 
railway, has ordered ultrasound 
tests on its first generation Intercity 
Express high speed trains as suspi- 
cion hardened at the weekend that a 
broken wheel caused the nation's 
worst post-war rail crash. 

Johannes Ludewig, DB's chief 
executive, said the r emaining 59 ICE 
trains of the class that crashed on 
Wednesday at Eschede, Lower Sax- 
ony, were being taken out of service 
for the wheel checks, which, in addi- 
tion to visual and other safety tests, 
would take 12 hours per train. 

Three trains were tested and back 
in service yesterday. DB, based in 
Frankfort, said the tests would take 
16 days to complete, causing con- 
tinuing disruption of Germany's 
long-distance, high speed train 
services. 

The official death toll was put at 
98 last night The Bonn transport 
ministry said the most likely cause 
of the crash was the fracturing of a 


steel tyre an a wheel of the carriage 
immediately behind the train's front 
power car, some kilometres before 
the disaster. 

It is thought the tyre, which com- 
prises the part of the wheel In con- 
tact with the rail and a flange to 
keep the train an the track, broke 
from a wheel on the carriage's third 
axle, embedded itself in the bogle 
and derailed the carriage as it 
erased over points. 

The train, travelling at 20Qkmh, 
passed under a concrete bridge with 
its carriages derailing. The fifth car- 
riage slammed into the bridge, caus- 
ing the following carriages and the 
rear power car to concertina into the 
bridge, which crashed on the wreck- 
age. 

Sixty-one of the dead were posi- 
tively Identified by midday yester- 
day. Rescue workers and engineers 
were still clearing the site. 

Germany’s media reflected wide- 
spread dismay that such a disaster 
could befall a hitherto safe high 
technology transport system that. 


for many, symbolised the nation's 
advanced industrial skills. Some 
newspapers began to question 
whether the ICE's design contrib- 
uted to the scale of the tragedy. 

Yesterday's Bild am Sonntag 
newspaper pointed out that a French 
high-speed TGV train derailed near 
Amiens at 294km/h in 1993 but 
stayed upright, causing only two 
injuries. 

There was also surprise at DB's 
disclosure that ICE drivers have an 
on-board computer that can report 
problems with the train's toilets and 
air conditioning but not a broken 
wheel or derailment 

Deutsche Bahn said it could not 
comment on possible ICE design 
weaknesses before completing its 
investigations. 

• One hundred and fifty passengers 
were transferred from a high-speed 
train travelling from Vienna to Ham- 
burg on Saturday because of a mys- 
terious noise. No damage was found 
to the wheel carriage and the engine 
is being examined. 
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prize-winning scientists. 

Thomas Cueni. general secretary 
of Interpharma. the industry trade 
body, said he was “very relieved and 
satisfied" by the margin of the vote. 
Turnout was 40 per cent, in line with 
recent Swiss referendum* He said 
the turnout showed that ordinary 

people were capable of understand- 
ing and voting on complex issues; 

According to supporters of the 
ban the Swiss pharmaceutical 
industry spent SFr35m <S23.6m) on 
publicising its campaign, far more 
than that spent by opponents. These 
included women's and animal rights 
activists and Greenpeace, the envi- 
ronmental agency. Greenpeace yes- 
terday said the fight would continue 
and that it would campaign for a 
referendum to ban the use of geneti- 
cally modified foods. 

Florlanne Koechlin. a leading cam- 
paigner for the ban. said that it had 
Tfitfon more than 50 years for women 
to get the vote in Switzerland and 
she was confident that it would not 
take that long to win popular sup- 
port Tor a ban on genetic engineer- 
ing. 
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COMPANIES & MARKETS 


Netscape focuses on business users 

Netscape's new strategy in the “browser wars" 
wtth Microsoft focuses on exploiting the growth in 
business use of the internet But mere are con- 
cerns that the internet software pioneer wit strug- 
gle to replace the fosses in revenue left by its 

decision to stop charging for its Navigator soft- 
ware. which enables internet users to access and 
browse the world wide web. Page 21 

ft G7 meeting unlikely to boost yen 

The yen is expected to 


fUfarfr come under Increased 

AganstttB ten pr par tag pressure this week. 

m Hopes of a strong mes- 

— ~ sage In support of the 

^ J* yen from this week's 

■ ~Z rneettn 9° f theGroupof 

ii a jJl Seven leading lndustria- 

' feed nations have faded. 

. ^ One analyst says the 

K TZT 1 — — 1 — ^ dollar could ream 

: •*" Y142.05. The D-Mark 

.swamhot.. could rise above Y80 - 

with a double boost from the yen’s weakness and 
any G7 help announced for Russia. Rage 26 

Investors back Greek privatisation 

Foreign investors are delighted by Greece’s bid to 
catch up with Its southern European partners and 
join the single currency by 2001. Daily trading vol- 
ume on me Athens stock exchange has quad- 
rupled since the drachma joined Europe's 
gj. exchange rate mechanism on March 12. Page 23 

‘ Fresh fitters in emerging markets 

Just When emerging market bond issuers frit It 
safe to revisit the capital markets after the Asian 
financial crisis, a fresh bout of Jttteis has sort most 
back below decks. Investors have resumed fligfit- 
to-qualtty buying, and emerging market yields 
spreads have widened again. Page 22 

MARKETS THIS WEEK 

New York 

The main event affecting the performance of US 
markets this week is likely to be Wednesday’s 
Congressional testimony by Alan Greenspan, 
chairman of the Federal Reserve. Fed officials 
have indicated the Fed intends to hold back on 
ntBrest.rate increases. Page 25 
London * 

The release of industrial production figures tor 
April could provoke some controversy after last 
week's surprise 0.25 per cent interest rate 
Increase from the Bank of England’s monetary pol- 
icy committee. Page 25 . 
u Frankfurt 

W The German stock market continues on its record- 
* breaking path, with the next barrier for the Dax 
| blue chip Index standing at 5,800 points. Page 25 
Tokyo 

Last week Tokyo was depressed by profit-taking 
j pressure and concerns about the weak economy. 

~ This week analysts believe the Nikkei wffl not only 
find it difficult to break through the ceiling of 
15£50 but wBI test its lows amid mounting evi- 
' dance that things are not getting better. Paige 25 . 
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High-tech 
equity 
offering 
shrugs off 
downturn 

By Edward Luce Id London 

STMicroelectronics the 

French-Italian semiconductor 
company — formerly known as 
SGS Thomson - this weekend 
shrugged off negative investor 
sentiment towards electronic 
stocks with a $L37bn equity 
offering, the largest secondary 
offering so for by a technology 
company. 

l .ghman Brothers, joint lead 
manager with Deutsche R*nir 
and Morgan Stanley, said the 
company had managed to per- 
suade investors that it was 
shielded fr om the global down- 
turn in the personal computer 
market 

The do w nt u rn, caused by the 
build-up of inventories and the 
collapse of demand in Asia fol- 
lowing recent financial tur- 
moil, has led to a 20 per cent 
average decline in the share 
price of technology companies 
over the past few weeks. 

However, STMicroelectron- 
ics, which will invest some of 
the proceeds in the construc- 
tion of a 6300m new generation 
wafer facility in CroHes, south- 
east France, specialises in the 
manufacture of products that 
have been relatively unaf- 
fected by the downturn. 

These include PC monitors, 
disk drives, digital television 
set-top boxes and digital cell- 
phones. The worst oversupply 
has occurred in the market for 
D-Rams (PC memory) and PC 
motherboards (the main 
printed circuit hoard). 

The offer reduced the com- 
bined stakes of the French and 
Italian governments to 56 per 
cent from TO per cent. 

The 19m share issue, which 
included a new listing in Milan 
In addition to the company's 
Paris .and New York listings, 
comprised the sale of 16m 
shares held by the Fr ench and 
Italian governments and 3m 
new shares. ' 

The company, also issued a 
6375m convertible bond which, 
combined with the new equity, 
raised a total of 6800m for capi- 
tal fnvestment. 

The. company’s share price 
has fallen by more than 15 per 
cent in the past three weeks 
bn general worries about the 
health of the technology sector 
and co ncer n about the rifiiTtinn 
of the company's equity 
through the new offering. The 
issue was priced at 672.187 per 
share. The shares bad risen 
mar ginall y by Friday's close in 
New York. 
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Soros funds eye Lonrho 


By Aodrew Edgec B ffe-Jotason 

Two African investment 
groups linked to George Soros, 
the high-profile US investor, 
will tell the London Stock 
Exchange today that they are 
“assessing the investment mer- 
its’' ‘of Lonrho Africa and Lon- 
rho. 

Their statement is likely to 
heighten bid speculation sur- 
rounding the £120m ffHaap) 
collection of sub-Saharan trad- 
I tog companies demerged from 
Lonrho a month ago. It will 
say, however “We hold no 
shares in the company nor 
have we assembled a consor- 
tium to bid for or take a stake 
in Lonrho Africa." 

The statement will be issued 
by Flemings, the investment 
hank, on behalf of two compa- 
nies with connections to Mr 
Soros; Blakeoey Management, 
the fund manager run by Miles 
Marland and Joe Demby. and 


Tiny Rowland also declares interest 


African Lakes, a trading com- 
pany in which Mr Soros’s 
Quantum Emerging Growth 
fund has a 13 per cent stake. 
Mr Morland said yesterday 
that Blakeney constantly 
researched potential invest- 
ments in Africa. 

The speculation surrounding 
Lonrho Africa highlights Mr 
Soros’s interest in the conti- 
nent and the web of African 
investment groups in which he 
and his associate s have tafrpn 
stakes. 

Plantation & General, the 
investment group headed by 
the one-time Soros fond man- 
ager Nick Roditi and Rupert 
Pennant-Rea. the former dep- 
uty governor of the Bank of 
Eng land , is a ten rumoured to 
be interested in bidding for 
Lonrho Africa as part of a con- 
sortium. 


The Zimbabwean-born Mr 
Roditi took a 43 per cent stake 
in Plantation & General last 
year. Mr Soros’s brother. Paul, 
sits on the board of a fourth 
African investment group. 
African Plantations. 

Lonrho Africa’s assets are 
spread over 14 countries, and 
include motor distributors, 
luxury hotels, abattoirs and 
property. 

It is understood that any 
offer would be below its TSp 
share price. At 78p. Lonrho 
Africa is valued at £l22xn - a 
steep discount to analysts’ esti- 
mates of a £190m-£200m net 
asset value. Political distur- 
bances and climatic upsets 
have taken their toll on the 
company's performance and 
interim results on Thursday . 
are expected to show full-year 
operating profits down from 


£4£L3m to £29.4m. 

Mark Neuman, chief execu- 
tive of Lonrho Africa, would 
not comment on the specula- 
tion. But the company said; 
"We are not entirely surprised. 
We have a portfolio of prize 
assets and given the disparity 
between our share price and 
the value of those businesses 
we know a number of people 
have expressed an interest." 

Tiny Rowland, who was 
ousted from the conglomerate 
in 1994 after 34 years at its 
helm, said yesterday that he 
would be interested in buying 
Lonrho Africa, but only at well 
below the current share price. 

Mr Rowland said he had 
enough money to bid but the 
valuation of Lonrho’s assets 
was unrealistic. He said of the 
possible rival bidders: “! would 
let them bid. If they got it at 
75p. good luck to them - I 
know I'll be able to buy the lot 
back at sup.” 


Prada takes 
5 % stake in 
rival Gucci 


By Pam Betts m KBan 

Prada. the Italian champion of 
minimalist fashion, has taken 
a 5 per cent stake in its rival 
Gucci, which built a fortune 
on its opulent style. 

TTte move is being seen as a 
prelude to an eventual bid for 
control of the I talian brand - 
raising the possibility of a 
tie-up between two groups 
whose styles are extremely dif- 
ferent 

Patrmo Bertehi, Prada chief 
executive and husband of fash- 
ion designer Mlnccia Prada, 
said at the weekend that the 
acquisition of 5.05 per cent - . 
which cost the Milan -based 
fashion house about 6120m 
(£73.6m) - was a long-term 
financial investment It was 
“coherent" with his company’s 
business interests, offering 
Prada a window on the fast- 
changing luxury goods and 
fashion market 

Prada is now one of the 
hugest single shareholders in 
Gucci, with other large share- 
holders understood to be insti- 
tutions. 

Its move comes at a time of 
growing interest in stock 
market listings among Italian 
fashion houses and increasing 
merger and acquisition activ- 
ity. The biggest recent deal 
involved the acquisition of 


Valentino, the fashion house, 
by the Italian HDP bolding 
company. 

Domenico De Sole. Gucci 
chairman and chief executive, 
said he had learned Qf the 
acquisition from news 
agencies and described it as 
“unsolicited 

. Gucci has been regarded as a 
potential takeover target in 
the consolidating fashion and 
luxury goods business since it 
floated about three-years ago. 

Mr De Sole sought last year 
to introduce a poison pill to 
protect the fashion house from 
a hostile raid. However, his 
proposal to introduce a limit of 
20 per cent on the voting 
rights of any single share- 
holder was rejected by share- 
holders. 

Gucci shares slid last year 
an fears that the Asian crisis 
would hint the company's per- 
formance. After reaching a low 
of 629, the shares have since 
risen to dose on Friday at 647. 

Mr De Sole said last week 
that thw company was trading 
successfully in spite of the 
Asian problems. 

Gucci reported a 10.8 per 
cent rise in 1997 net revenues 
to 6975.4m and a 43 per cent 
increase in net profits to 
6175.5m. hi 1997 Prada reported 
revenues up 61 per cent to 
Ll,172bn (£41 3m). 



Double virion: Two models strut a M2an catwalk in outfits from Prada's 
winter collection, previewed earlier this year Picture AP 



PETER MARTIN 

GLOBAL INVESTOR 


War waged on the net 


Something very big is 
happening among the 
companies that supply 
telecommunications services 
and equipment A large chunk 
of the world's stock market 
capitalisation is likely to be 
affected. 

For mare than a century, 
tplprmmniinlra tinns 
companies have operated by 
controlling capacity and 
providing guaranteed service 
quality. For much of this 
period, those objectives woe 
furthered by formal monopoly. 
Even when that broke down, 
however, from the 1980a. 
onwards, the new competitors 
usually thought along the 
ame lines as the old. 


Companies such as MCI in 
. the US, or Mercury in the UK, 
entered the market, and 
discounting began. But it was 
a decorous sort of competition: 
broad pricing discipline was 
preserved. Equipment 
suppliers - companies such as 
Lucent, Alcatel. Nortel or 
Ericsson - worked along 
similar lines. 

The internet changes all 

that By providing a rival set 

of standards and a rival source 
nf ripmand, it Is transfo rming 
the business model on which 
the industry has been based. 
Data is set to overtake voice as 
the dominant source of tr affic 
over the telecommunications 
networks, perhaps by the end 


of the year and certainly by 
the end of the decade. One 
estimate is that by 2004, the 
internet will account for 99 per 
cent of bandwidth use. 

The shift of emphasis brings 
with it a shift of priorities: 
data users are prepared to 
trade off quality of service 
against price in a way that Is 
not true for voice users. When 
capacity is strained, data 
simply takes longer to arrive. 

The old step-by-step 

approach of controlled 
capacity additions no longer 
applies, at least in lightly 
regulated markets such as the 
US. Bandwidth gets added in 
huge chunks and prices are * 
slashed to fill it The new 


competitors do not have the 
phone companies' cautious 
public-service me n tality. They 
do not worry about what will 
happen if demand briefly 
outstrips supply - quality will 
simply degrade until the next 
chunk of capacity comes 
onstream. 

Traditional technical 
standards — set in a glacially 
slow process inside phone 
company bureaucracies and 
through international 
standards bodies - are losing 
their influence. The new 
standards are set by the 
internet They allow 
fast-moving computer 
companies to compete on an 
equal footing with the old 
telecoms equipment makers. 

There was a wake-up call 
last week, when multi-billion 
dollar deals involving telecoms 
equipment companies you had 
probably never heard of - 
Ciena, Tell&bs and DSC - 
suddenly attracted a lot of 
attention. A high-priced study 
from Probe Research, a US 
consultancy, argues that a 
three-way battle among 
equipment vendors is under 


way. pitting traditional 
suppliers 3gainst 
well-established companies 
making the “servers" that 
supply data over the internet, 
and against newer companies 
(such as Cisco) making the 
“routers” which dictate where 
that data goes. 

Each will be attempting to 
integrate the functions 
provided by its rivals, and to 
emerge as the dominant 
equipment supplier of the new 
era. In the process, a lot of 
money will be made and lost. 

A similar battle is under 
way among service suppliers. 
Victor Schnee. co-author of the 
Probe study, who has a 
well-developed mistrust of the 
phone companies, argues that 

they will strive to protect 
themselves by merging. Deals 
such as the proposed merger of 
SBC and Ameritech are 

helping to create a “neo-Bell” 

system in the US that 
recreates the former AT&T 
monopoly, he says. 

The telephone companies are 
simultaneously seeking to 
control access to the internet, 
by buying up the internet 


De Beers 
set to 
ease curbs 
on sales of 
diamonds 

By Kenneth Gooding In London 

De Beers nearly halved 
diamond sains to little raore 
tban Sl.tibo in the first half of 
this year in an attempt to sta- 
bilise a market rocked by the 
Asian economic 1 downturn, 
according to trailers. 

However, there art* signs 
that the South African group, 
which accounts for more than 
60 per cent of the wurld’s 
rough, or uncut, diamond 
trade, is ready to cast 1 restric- 
tions on its deliveries 

By holding back sales, De 
Beers’s London-based Central 
Selling Organisation hoped 
traders would be able to cut 
stocks without reducing 
prices. The group, which is 
due to announce its sales fig- 
ures later thus month, has been 
hit by a substantial downturn 
in demand from Japan, the 
second biggest market (or pol- 
ished stones, and an oversup- 
ply of polished diamonds that 
emerged after the Asian eco- 
nomic crisis took hold in 1997. 

Japan accounted for 25 per 
cent of retail diamond jewel- 
lery sales and the rest of Asia 
about 17 per cent. But as 
demand there has virtually 
dried up. dealers are concen- 
trating on the US. the biggest 
market and the one where 
demand remains strong. They 
complain that profit margins 
are being squeezed because of 
intense competition and are 
being forced to give longer 
credit terms - often 120 days 
instead of 60 days. 

The developing shortage of 
rough diamonds has been par- 
ticularly felt in India, which 
specialises in cutting and pol- 
ishing smaller, cheaper dia- 
monds. 

The biggest supplier of 
smaller diamonds. Aigyle, the 
Australian company jointly 
owned by Rio Tinto and Ash- 
ton Mining, has also been hold- 
ing back supplies. “The i mar- 
ket] situation is really fragile 
and we must treat it as such.” 
said Peter Topen. manager, 
sales for Aigyle in Antwerp. 
“We are behaving responsibly 
and not putting the volumes 
into the market that we 
could.” Traders say the situa- 
tion should ease a little 
because De Beers lifted June 
sales by about one-third from 
the May level to about 6390m 
and nearly all the extra dia- 
monds were "Indian goods". 


service providers that act as 
individual customers' 
gateways to the net. 

Significantly, when 
WorldCom and MCI sought to 
overcome objections that their 
merger would give them 
excessive control of the 
internet, they agreed to divest 
part of their ownership of the 
Internet's technical 
underpinnings - but retain 
their ISP relationship with 
millions of customers. 

The next few years are likely 
to be turbulent They will pit 
telephone companies used to 
regulation, service quality and 
controlled capacity additions 
against computer companies 
weaned on breakneck 
innovation and overnight 
obsolescence. Investors who 
have poured billions of dollars 
Into privatised telephone 
companies and start-up 
high-tech stocks can look 

forward to a bumpy ride. 

Mega Straicgies: Winning the 
Computer-Telecom War. Probe 
Research, Cedar Knolls, New 
Jersey, wwte.probcreseardt.eom. 
$7,995. 

peter.marthvqfi.com 
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CO M P ANIES & F I NA NCE 

INSURANCE CONSOLIDATION OF INVESTMENT TRUSTS AND UNDERWRITING SYNDICATES PROVIDES SPUR FOR SHARE GROWTH 


Lloyd’s vehicles outperform stock market 


By Christopher Adams, 
Insura nc e C wrespomi ent 

Restructuring among 

specialist investment trusts 
and insurance underwriting 
businesses at Lloyd's has 
sparked a wave of fresh 
Investor enthusiasm for the 
stocks. The share prices of 
Lloyd's vehicles have surged 
on the heels of an unprece- 
dented shake-out. 

In the last four weeks, an 
index of 20 Lloyd's vehicles 
has performed spectacularly. 
It has outpaced the rest of 


the stock market by some 30 
per cent since the start of 
this year. The upswing 
comes after a long period of 
investor disillusionment 
with the Lloyd's spread fond 
sector. 

Investors are starting to 
recognise the earnings 
potential of these vehicles, 
looking at them not as capi- 
tal providers but as insur- 
ance companies, " said 
Nicholas Johnson, analyst at 
Raphael Zorn Hemsley. 

A string of mergers and 
acquisitions between under- 


writing agencies and the 
investment trusts, which 
back business written by 
Lloyd's, is creating a genera- 
tion of nascent Insurance 
companies. 

The acquisition of Spreck- 
ley Villers Burnhqpe, one of 
the leading non-marine 
underwriting agents at 
Lloyd's, by Syndicate Capital 
Trust for £54m last month 
will create a group with 
combined market value of 
£l40m. Other deals have 
included the merger between 
Kiln, which runs an under- 


writing agency at Lloyd's, 
and Kiln Capital, the quoted 
spread fond. 

Hiscox, a large underwrit- 
ing agency, acquired* the 
spread fund Hiscox Select 
for £44m, while Finsbury 
Underwriting has merged 
with Wren Holdings. Aber- 
deen Lloyd's Investment 
Trust, a spread fond, is pur- 
chasing Hayward Brick 
Stuchbery, which is the 
hniiMTig company for Chau- 
cer, another underwriting 
agency. 

Many of the investment 


trusts supporting Lloyd's 
syndicates were set up soon 
after Lloyd's opened its 
doors to corporate capital in 
1993. But their numbers are 
diminishing as they forge 
licks with underwriting 


The restructuring has 
been spurred in part by 
increased competition In 
global insurance and the 
poor outlook for future 
returns at Lloyd's, which 
has warned that reported 
profits for the 1996 under- 
writing year would foil from 


nbn in 1993 to under £600m. 

As underwriting agents 
continue to buy in capacity 
from capital providers, aided 
by Lloyd's capacity auction 
system and recent reforms 
that will serve to speed up 
the process, remaining una- 
ligned spread funds like 
Masthead, New London Cap- 
ital and Lomond will come 
under intense pressure to 
strike deals with underwrit- 
ing agents. "There probably 
won’t be any pure spread 
funds left by the end of the 
year," said one analyst 


Shipowners try 
to put futures 
on even keel 


By Charles Batchelor, 

Transport Correspondent 

Shipowners, brokers and 
futures traders will today 
launch an initiative to revive 
the flagging Biffex freight 
futures contract which Is 
traded on the London Inter- 
national Financial Futures 
Exchange. 

A newly created working 
party or the Biffex commit- 
tee advisory group will meet 
for the first time to consider 
ways In which the contract 
could be modified to make it 
more attractive to shippers 
and traders. 

They hope to put propos- 
als for a new contract to 
Liffe by the end of this 
month and have it in opera- 
tion by early next year. The 
contract is used to reserve 
cargo space on ships moving 
commodities such as coal, 
grains and ores. 

Volumes in the Biffex mar- 
ket have fallen sharply in 
recent months following the 
collapse of the Baltic freight 
index on which the futures 
contract is based. The index 
measures the rates paid for 
dry cargo vessels on the II 
most important interna- 
tional trade routes. 

The index fell nine points 
to a new 11-year low of 900 
on Friday under the impact 


of continuing financial 
uncertainty in south-east 
Asia and the glut of new 
ships entering the market 

As the Index has fallen, 
trading volumes of the 
futures contact have 
declined. Just over 10.000 
lots were traded in the first 
five months of this year, a 
drop of 52 per cent on the 
same period in 1997. 

“This Is a drastic situa- 
tion.'* said John Banaszkiew- 
icz. a director of SSY 
Futures. The industry is 
wanting a new product 
within the next couple of 
months.” 

The two main proposals 
which will be among the 
options to be considered are 
for the index to be restricted 
to panamax size vessels and 
for block trading in the 
futures contracts to be 
allowed. 

Panamax vessels are ships 
of 55,000-75,000 deadweight 
tons which are small enough 
to pass through the Panama 
Canal. They account for 70 
per cent of the index but 
larger vessels are also 
Included. 

The working party will 
also look at allowing block 
trades of 25. 50 and 100 con- 
tracts that would suit the 
requirements of the large 
trading houses. 


McAlpine appoints Hume 


By Jonathan Guthrie 


Alfred McAlpine. the 
construction company, will 
today announce the appoint- 
ment of Jeffrey Hume as its 
new finance director. Mr 
Hume was previously group 
finance director of Howden 
Group, the engineering con- 
cern. where he was closely 
involved in a restructuring 
of the business. 

In his new post be is likely 
to assist in another reshuffle 
of assets. McAlpine is expec- 
ted to seD underperforming 
US civil engineering and 


construction operations with 
net assets of £68m. These are 
Blythe Construction and 
Becker Minerals, both of 
which suffered profits falls 
last year. 

The appointment of Mr 
Hume fills a vacancy created 
in April by the resignation of 
Gavin Morris, who left to 
take on the post of chief 
financial officer of Ianica, 
the radio telecommunica- 
tions operator, which 
recently staged a recovery in 
profits. 

Mr Hume left Howden 
Group in April 1997 when 


the company was bought for 
£38 1m by Charter, an engi- 
neering company. He offered 
his services to Oliver White- 
house, managing director of 
McAlpine, when he learnt of 
Mr Morris's departure. 

Mr Hume said he had fol- 
lowed McAlpine's activities 
for some time and that "the 
company is very well posi- 
tioned following a very good 
strategic move." This was 
the purchase of Raine. a 
housebuilder, for £42.6m last 
June. The price was critic- 
ised by some analysts as too 
high, but the new subsidiary 


added £&5m to McAlpine's 
pre-tax profits for 1997 of 
£20 .&xl 

Mr Hume said: "My back- 
ground is in dffierentiatmg 
products and building mar- 
ket presence, and that is the 
direction in which McAlpine 
is going." 

The finance professional 
who is 45, trained as an 
accountant at Clark White- 
hill. Before joining Howden 
Group in 1993 he worked as 
rhipf flnnnrtal officer Of the 
construction services divi- 
sion of BTR, the conglomer- 
ate. 


ECsoft plans London SE 
as its secondary listing 


By Paul Taylor 


ECsoft Gr.oup, the 
London-based IT services 
company with main 
operations in the UK and 
Scandinavia, is planning a 
secondary listing on the Lon- 
don stock exchange involv- 
ing the sale of 23m shares 
including 13m on behalf of 
the group. 

The group, which was 
floated on the US-based Nas- 
daq in December 1996 and 
has a market capitalisation 
of around $270m (£l64m), has 
expanded rapidly over the 
past 18 months both through 
organic growth and acquisi- 
tions. 


The company has reported 
six quarters of steady reve- 
nue and earnings growth 
boosted by expanding oper- 
ating margins. Turnover and 
operating profits have 
increased by 38 per cent and 
71 per cent respectively over 
the last two years. The 
group reported operating 
profits of $6.7m (94.1m) last 
year on turnover of $74. lm 
($56-2m). 

ECsoft was framed in July 
1994 as a result of a manage- 
ment buy-out from its parent 
company led by Terje Lauge- 
rund, chief executive. 

Since then the group has 
focused on the IT services 
sector and has increased its 


workforce from 190 to 776 at 
the end of the 1998 first quar- 
ter. 

Just under 40 per cent of 
revenues come from the UK 
where the group has done a 
□umber of acquisitions. 

Mr Laugerund said he 
believed a London quote wfll 
help broaden the group's 
European institutional 
investor base, improve 
liquidity and help fund fur- 
ther growth. Aside from rais- 
ing new funds for the group, 
ovisting- shareholders includ- 
ing Warburg Pincus. the 
Wall Street investment bank 
which backed the mbo, are 
expected to sell 975.000 
shares. 


Portmeirion 
Potts gloom as 
chief resigns 

Portmeirion Potteries 
accompanied a gloomy trad- 
ing statement with the news 
that its chief executive had 
resigned. Shares in the pot- 
tery company dropped over 
10 per cent, foiling 32‘/«p to 
242 V^p last Friday, writes 
Roger Taylor. 

ft said the results for the 
six months to June 30 would 
be "considerably below” last 
year’s. The company made 
pre-tax profits of £2. 7m on 
sales of £L6.lm In the first 

half of 1997. 

Mary-Lorraine Hughes, 
chief executive, resigned cit- 
ing differences of opinion 
over policy. Kami Farhadl 
operations director, will act 
as chief executive until a 
new appointment is made. 
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African adventure fcflp 
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That some of Rhodesia's fin- 

share price of 79j? is 8 ^uge 
discount to net asset value of 
around I30p, reflecting politi- 
cal disturbances in key mar- 
kets Zimbabwe and Kenya, 
and adverse weather. Poor 
interim results this week wifl 
only confirm the gloom. Add 
to that the fact that UK 
investors do not really under- 
stand the business, and it js 
no wpnder the share is 
unloved. Certainly, there are 
some prize assets, but the 
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SKK therefore. have every 

S^T^ourege bid speculation, »teh<r * results tar a 
takeover or some form of break-up. But bids below the 
Sre^depressed share price look highly opportunistic and 
should be treated as such. 

UK food companies 

Breaking up is supposed to be hard to do. Not so with UK 
f^^piiies.^rrtory of Dalgety. Hillsdown, Booker 
and Aft^F^her is familiar, old food conglomerates refocus 
at last Dalgety, the furthest on, has restored some share- 
holder value; Fisher, after a couple of aborted deals, remains 
a tailender. These are the starkest examples, but hardly a 
company in the sector has refrained from pruning its portfo- 
lio over the past few years. 

Why have they been under so much pressure. The simpl- 
est answer is that their powerful retail customers have 
passed on much of the pain of low inflation to fragmented 
suppliers. Most vulnerable have been those dealing in com- 
modity products, such as poultry, or in minor brands lack- 
ing the marketing support of a Cadbury Schweppes. This 
lack of clout eats away at the business in other ways. 
Economies of scale are elusive, and quality managers are 
more difficult to attract and retain. 

The obvious answer is consolidation- This has started in 
Ireland with the Avonmore Waterford dairy merger, and 
that se gment is ripe for action in the UK. But while milk 
pro cessing can be rationalised, it is not so easy for products 
dedicated to rival retailers. Nevertheless, the problems of 
dout and cost should be tractable. This is what Unigate 
suggested in its tilt at Hillsdown- The Bunsen burner was 
never lit that experiment, but other deals are sure to 
be attempted. 




Granada to take control 
of Littiewoods’ catering 


Granada Food Services is to 
take over running the res- 
taurants and takeaways 
across the littiewoods chain 
In a dial that wfll bring In 
sales worth £3 75m ($615m) 
over the next seven years. 

Alastair Storey, manag in g 
director, said that the deal 
was one of the biggest in UK 
contract catering. 


Granada Food Services, 
part of the Granada leisure 
and media group, reported 
sales of £680m in 1967, and is 
showing strong organic 
growth as well as making 
fifl-in acquisitions. 

Mr Storey said that GFS 
was now feeding nearly 2m 
customers a day. It will 
begin at Littiewoods in July. 
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This announcement appears as a matter of record only. 
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MOULINEX 


Moulinex doubles operating profit and triples its profit 
on ordinary activities before tax 

Net profit rises from FRF 29 million to FRF 203 million 
Return on capital employed exceeds 10 % 


The Board of Directors' meeting on 3 junc, 1998 approved the consolidated accounts for 1997 - 1998 financial year. 

Results, which arc slightly higher than forecast, confirm Moullnex's capacity to resume normal operations arid 
achieve a performance level almost equal to that of its main competitors on common product lines. 


MF 

1996/1997 

1997/1968 

Change 

Net turnover 

7,746 

8,028 

+282 

Operating profit 

160 

335 

+175 

Profit (loss) on ordinary activities before tax 

77 

257 

+180 

Net profit attributable to Moulinex Shareholders 

29 

203 

+174 


Operating profit reached FRF 335 million compared with FRF 160 million the previous year, representing 4,2 % 
of turnover. 

Profit on ordinary activities Increased to FRF 25” million, up threefold over last year's total of FRF 77 million, 
while profit attributable to shareholders rose to FRF 203 million compared with FRF 29 million for 1996/1997. 

The main economic and financial indicators have followed expected trends. 


% 


31/3/1998 31/3/1997 31/3/1996 


Personnel costs/tumover 
Operating proflt/tumover 
Cash flow from operationa/tu mover 
Working capital reqiarement/turnover 
Capital expenditures/turnover 
Operating proflt/caprtai employed 
Net proflt/equity 
Net financial debt/equity 


22-5 

25.9 

27.2 

4.2 

2.1 

0.7 

9.1 

5.7 

4.1 

17.2 

20.0 

20.1 

5.6 

4.9 

3.5 

10.9 

5.0 

1.7 

14.0 

ZJ3 

n/a 

0.7 

0.8 

2.0 


Net profit Jor Moulinex SA improved from FRF 54 mMon to FRF 173 million fbr the rear 1997 - 1998. 
Tbr next Annual General Meeting wfU propose to offsett accumulated losses aeatnst Reserve in order 
to be in a position to distribute dhddmdes in ibe future. S**”*St Reserve ta order 


Although the first two mombs (April and May) posted turnover lower than expected, due mainiv rn rhr- 

Moulinex should once again show improved earnings perfor man ce. 
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Vivendi sale 
helps Frere 
group reshape 


By NaH Buckley h Brussels 

Vivendi, the French commu- 
nications and services group, 
has sold its 24.4 per cent 
stake in Electrafina, the Bel- 
gian holding company con- 
trolled by Baron Albert 
Frere, to another Frfere com- 
pany for BFr435bn ($L2bn). 
The sales simplifies the 
structure of both groups. 

The French group, for- 
merly Compagnie Gfinferale 
des Eaus, sold its 9.2m 
shares at BFr4£00 real- 
ising a capital gain of 
FFr550m (8925m). 

The stake was bought by 
Groupe Bruxelles Lambert, 
the bolding company imme- 
diately above Etectrafina in 
Mr Frtre’s “cascade" of bold- 
ing companies, each with a 
stake in the one below it 

The sale took Gronpe 
Bruxelles Lambert's stake in 
Electrafina from 51 per cent 
to 75 per cent - increasing 
speculation that the two 
groups would be merged. 

The move had been widely 
expected after Jean-Marie 
Messier, Vivendi chairman, 
indicated he was likely to 
sell the Electrafina stake fol- 
lowing G&terale des Same's 
merger with France’s Havas, 
farming Vivendi, in March. 

Mr Messier said Vivendi 
could not remain an indirect 
shareholder in its main 
rival. French utility group 
Suez Lyonnaise des Eaux. 
Electrafina is the vehicle 
through which Mr Frere 
holds a 12 per cent stake in 
Suez Lyonnaise. 


Moody’s lowers 
Wharf ratings 


By Louise Lucas hi Kong Kong 

Wharf (Holdings), the 
troubled Hong Kong prop- 
erty group, has suffered 
another blow, with Moody’s 
Investors Service downgrad- 
ing its debt ratings. 

The move, which follows 
downgrades by Standard & 
Poor’s and stands to raise its 
cost of funds, comes as 
Wharf is aiming to refinance 
part erf its debts. 

Financial statements show 
some HK$2.8bn (US$361m) of 
debt is due to be refinanced 
this year, according to Leh- 
man Brothers, and financial 
managers have acknowl- 
edged that doing so will be 
tougher in the current tight 
credit market. This means 
rates and maturities will be 
less favourable than those 
achieved in the past 

“Tightened liquidity in the 
Haag Kong bank loan mar- 
ket, and the high Hong Kong 
dollar Interest rate environ- 
ment, pose higher refinanc- 
ing risks for Wharf,’* said 
Moody's. “These factors, cou- 
pled with its si gn i fic ant 
amo unt of Hong Kang dollar 
floating-rate debt, may fur- 
ther strain its hcruidity.” 


Philip Tulke, analyst at 
Lehman Brothers, said the 
group’s net debt rose foam 
HKH7hn at end-June 1997 to 
more than HK$27hn at year- 
end. Gearing doubled from 
17 per cent to 32 per cent 

However John Hung, exec- 
utive director of Wharf, said 
the group was able to main- 
tain a debt to asset ratio of 
23 per cent (a different calcu- 
lation from debt to equity) 
and that this was unlikely to 
rise above 30 per cent 

The refinancing needs of 
the group in 1998 are less 
than 10 per cent hf its loan 
portfolio, some of which has 
already been secured," he 
said. 

Mr Hung said Moody’s, 
which lowered the guaran- 
teed debt of Wharfs subsid- 
iaries from Baal to Baa3, 
and kept the rating outlook 
at negative, was re a c t ing to 
macroeconomic issues that 
affected Hong Kong as a 
whola 

Hong Kong property prices 
have fallen by about 40 per 
cent since last summer and 
retail space - which is a key 
contributor to Wharfs earn- 
ings - has been particularly 
badly hit 
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The sale is a further step 
in the process of unwinding 

the cross-shareholdings 
between Vivendi and Mr 
FrSre's group. But Mr Mes- 
sier said Vivendi would hold 
on to one of the last remain- 
ing links - its 20 per cent 
stake in Audiofina, the bold- 
ing company below Electraf- 
ina in the Fr&re cascade. 

Audiofina haa 50 per ren t 
of CLT-Ufa, Europe’s biggest 
commercial broadcaster. 

Mr Messier said the Audi- 
o fi n a stake, previously held 
by Havas, had a pre-emptive 
right on CLT-Ufa until 2005. 
giving it priority over Ger- 
many's Bertelsmann, wizich 
owns the rest of the Luxem- 
bourg based broadcaster. 

“We consider that the 
development of the Euro- 
pean audiovisual landscape 
is still in progress, and that 
this shareholding and pre- 
emptive right have a strate- 
gic value,” he added. 

For Vivendi, the Electra- 
fina sale fits into Mr Mes- 
sier’s strategy of im p roving 
the group's focus, reducing 
debt, and disposing of non- 
strategic stakes - a process 
that has raised FFr75bn 
since 1996, including 
FFr23bn this year alone. 

In recent months. Frtre 
has sold stakes in Royale 
Beige, the Belgian insurer, 
to Axa-UAP and unwound 
cross-holdings with the 
French insurer. Fibelpar and 
Compagnie Nationale A Also, 
Portefeuille, two holding 

rempanire hi g her up the nag. 

cade, have been merged. 


EDC 

plans $lbn 
expansion 

By Raymond Cofit in Caracas 

EDC. Venezuela's leading 
private utilities enterprise. Is 
moving ahead with a Slbn 
10-year expansion plan and 
wiH aggressively diversify 
its operations throughout 
Latin America. 

The announcement, by 
Francisco Aguerrevere, EDC 
president, wiarfr s an acceler- 
ation of its drive to become a 
regional, diversified utilities 
company. EDC has bought 
power companies in Colom- 
bia and Guatemala in the 
past 12 months, as well as a 
number of public services 
' providers in Venezuela. 

1 Electric! dad de Caracas, 
the electricity division, plans 
in the next four years to 
upgrade existing thermo- 
electric plants and construct 
a new plant with an 
installed capacity of 
L300MW. Capital investment 
would initially be about 
$38Qm “but we are looking at 
about Slbn over the next 10 
years”, said Mr Aguerrevere. 

Most erf the expansion will 
be debt-financed - initially 
through hatilr loans and 
later, when market condi- 
tions improve, by raising 
funds on the international 
capital markets. 


Bruised Netscape angles for corporate users 

‘Browser wars’ have led the internet pioneer to focus on electronic commerce, writes Christopher Price 


Market 
nwyers 

N etscape's choice of the 
Presidio, a former army 
barracks in San Fran- 
| cisco, to launch its new car- 
I parate strategy last week 
was apt The internet saft- 
I ware pi oneer was outhning 
I its counter-attack to the bit- 
ter "browser wars" with 
Microsoft which have' led it 
to lose half its revenues. 

Convincing Wall Street 
that cme erf the market’s for- 
mer star performers can 
make a comeback is not 
easy. The day after it 
unveiled its plans, the 
shares dropped to 3236 - 
comfortably above the low 
paint of $16 In January, but 
trailing ite year -high of $48. 

The new strategy is 
focused on exploiting the 
growth in business use of 
the internet, first through 
the of electronic com- 
merce software, and second 
through the development of 
a digital marketplace where 
t ransact ions w»n taka place. 

While many analysts gave 
a cautious welcome to the 
plan, the share price fall 
reflected concerns that Net 
scape would still struggle to 
replace the gaping hole in its 
revenues left by its decision 


in January to stop charging 
for its Navigator software, 
which enables internet users 
to access and "browse” the 
world wide web. 

The drastic move was 
forced on the company by 
Microsoft, which included 
internet browser software in 
its Windows 95 computer 
operating system - used cm 
90 per cent of the world’s 
personal computers. Naviga- 
tor sales accounted for half 
Netscape revenues a year 
ago, a figure which has 
fallen to zero. 

Microsoft’s tactics are the 
subject of US Justice Depart- 
ment charges, but the anti- 
trust case is unlikely to ben- 
efit Netscape directly. The 
bruising battle has left the 
internet software company 
with its strategy badly 

VinlpH 

Last year, the company 
incurred losses of $115Jjm on 
revenues of fBMa. 

Yet it was an upbeat Jim 
Barksdale, c hairman and 
chief executive, who 
addressed some 300 analysts 
and journalists last week. 

The internet software and 
services market will grow 
tram $12bn this year to 
$45bn in 2001 - that is our 
market opportunity," he 
said. Netscape aims to 
become dominant in the pro- 
vision of e-commerce soft- 


Netscape Communications 



ware and services to large 
co r porate users, ft believes 
the "net economy” will be 
driven not by retail sales, 
such as books and comput- 
ers, but by bosfcess-to-bnsi- 
ness transactions. 

Mr Barksdale cited Citi- 
bank. which has recently 
signed an agreement with 
Netscape to buy the group’s 
software and services. The 
hank aims to increase cus- 
tomers from 100m to lbn by 
2010, mainly through nntinp 
financial services. 

This focus on large corpo- 
rate users is a radical depar- 
ture for a company which 
formerly sought to bring the 


web to mass use through its 
Navigator browser. Marc 
Andreessen, executive vice- 
president of products and 
marketing, and a co-founder 
of Netscape four years ago, 
said: “We used to target 
everyone, everywhere. Not 
any more. We are targeting 
sales at specific customers." 

These include the compa- 
ny’s biggest 2J500 corporate 
customers and the industry's 
internet service proriders - 
which Netscape believes will 
develop e-commerce offer- 
ings. Netscape has also 
launched an internet portal 
site, Netcenter. Portals are 
gateways to the world wide 


web and are being increas- 
ingly seen as valuable for 
advertising and spobsorship 
because of the large amount 
of internet traffic which 
passes through them. 

Netscape's still-strong 
position in the b row ser mar , 
ket has enabled Netcenter to 
grow quickly and it already 
has 5m members and some 
SOm visitors. However, the 
group is late into the market 
and faces tough competition 
for advertising revenues 
from internet media compa- 
nies such as Yahoo!, and the 
omnipresent Microsoft, 
which is expected to enter 
the portal market shortly. 
But Netscape also intends to 
use Netcenter as a market- 
place for e-commerce trans- 
actions - a move it believes 
will benefit software sales. 

Mr Barksdale said one of 
the group’s great challenges 
was “staying ahead of the 
technology", a tough task 
against competitors with 
deeper pockets. The biggest 
danger for our strategy is if 
the market doesn't take off 
in the way we believe It 
wiH." Mr Barksdale admit- 
ted. However, he insisted the 
net economy was at "flash- 
point" and “ready for take- 
off”. Netscape, badly 
wounded in the battle with 
Microsoft, is. he said, suc- 
cessfully fighting back. 


three GENERATIONS 

of GROWTH. 
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Astra heads for divorce from Merck to maximise US profits 



End of joint venture for marketing of anti-ulcer drug Losec would 


E xecutives from Astra, 
the Swedish pharmaceu- 
ticals group, met yester- 
day at the Waldorf Astoria 
hotel in New York to ham- 
mer out the Qua! details of 
an estimated $10bn deal to 
acquire control of its US 
joint venture from Merck, 
one of North America's larg- 
est drug manufacturers. 

The "restructuring trans- 
action expected to be 
unveiled this week, will sig- 
nal the start of divorce pro- 
ceedings following a 16-year 
relationship between Astra 
and Merck, which in the US 
jointly distribute and market 
Losec, the anti-ulcer treat- 
ment and the world’s top- 
selling prescription drug. 

Hakan Mogren, Astra chief 
executive, is likely to pro- 
claim the deal as a water- 
shed for the Swedish group 
- enabling it to maximise 


future US profits from Losec, 
marketed in the US as Prilo- 
sec. and clearing the way for 
a potential strategic partner- 
ship or merger with another 
pharmaceuticals group. 

“It has been no secret for 
years that Hakan would 
have preferred to have full 
control and ownership of the 
joint venture," said one 
Astra insider. "Now it looks 
as though he will get it." 

Although the deal should 
give Astra freedom to take 
part in the consolidation 
wave sweeping the pharma- 
ceuticals industry, the terms 
of the transaction also raise 
questions about the Swedish 
group’s past and present 
strategy. 

Certainly, Merck appears 

to have profited hugely from 
the relationship. When the 
US group signed a joint lic- 
ensing pact with Astra In 


1982. Losec was little more 
than a promising anti-ulcer 
medication. 

At the time. Losec’s uncer- 
tain prospects persuaded 
Astra's management to 
agree with Merck a pricing 
formula which has since 
been criticised by some phar- 
maceutical analysts as a 
“golden giveaway". In return 
for selling Losec through its 
distribution network. Merck 
also won marketing rights 
and a share of profits from 
several other Astra products. 

T he Swedish group also 
agreed that when 
Merck’s sales of Astra 
products reached a certain 
level, it would acquire a 50 
per cent stake In a new joint 
venture with the US group. 

Given Prilosec's success in 
the US, Astra bad to pay 
$S20m for a stake in Astra 


open Swedish company's way to fresh partnership or merger , writes Tim Burt ^ ^ 

Merck whan the joint van- SKx27bn <J3.46tm) cash pile, existing distribution net- ^haTt^arrival of 

ture was eventually formed The deal looks even costlier work across- the US. mmnetitors to Losec 

in iocm with patent protection over Perhans mast important, it generic COPipC ^ tn 

Prilosec beginning to expire 
in the US in 200L 


Merck whan the joint ven- 
ture was eventually formed 
in 1994. 

w Hakan always thought 
this was a bad deal." said 
one former Astra executive. 
"But now he appears willing 
to pay top dollar for majority 
control." 

Under the terms of the 

transaction, Merck will 
receive an upfront payment 
of an estimated $1.5bn-$3bn, 
followed by further staged 
payments over 10 yearn, in 
return for reducing its stake 
in Astra Merck from 50 per 
cent to less than 5 per cent 

One official close to the 
transaction predicted the 
final cost to Astra could 
reach $15bn, although most 
analysts believe it will be 
closer to glObn. 

That looks a hefty charge, 
especially given It win prob- 
ably exhaust Astra's 


A stra, however, argues 
the fee arrangement is 
justified on several 
counts. It says the deal will 
release the company from an 
onerous obligation to pay 
Merck 50 per cent of US prof- 
its on any Astra products 
distributed through the joint 
venture. Last year. Astra pot 
its SO per cent share of the 


existing distribution net- 
work across- the US. 

Perhaps most important, it 
will remove Astra's links 
with Merck as the potential 
poison pill to any strategic 
deal under consideration by 
Astra. The company's larg- 
est shareholders, led by 
Investor - the main invest- 
ment vehicle of the Wallen- 
berg business empire - 
recognise it had to resolve 
the Merck relationship 
before part in indus- 

try consolidation. 

"Shareholders and fund- 




profits from Astra Merck at managers are reacting posl- 
SKr3.27bn on sales of tively to the potential 
SKr&fllbn. buy-out," said one Investor. 

By receiving more than 90 "It will give the company 
per cent of Astra Merck's much more flexibility-" 
future profits, the Swedish Mr Mogren has already 
group will be able to rebuild named Sobering Plough of 
its cash pile and enjoy the the US and Zeneca of the UK 
full benefits of distributing as potential partners, but no 
new products through an discussions are thought to 


undermines US profits to 
such an extent that its own 
value is diminished, an d 
hence any bargaining power 
In merger talks. 

Astra relies heavily on 
Losec to underpin Its profits 
- it accounted for almost 
half its SKr44.9bn profits last 
year. And sceptics point out 
that operating margins at 
Glaxo Wellcome declined by 
up to 5 per cent following 
the patent expiry of Zantac, 
the UK group’s blockbuster 
anti-ulcer treatment 

Astra, moreover, has a far 
heavier dependence on Losec 
than Glaxo Wellcome has on 
Zantac. The company claims 
it has greater patent protec- 
tion over Losec than most 
analysts suspect, and that 
paying a full price to take 


Hakan Mogren; tong wanted fed 
control of the venture 

control of Astra Merck can. 
therefore, be justified. 

■■We have been planning 
our strategy for many years 
on Losec" Mr Mogren told 
the Financial Times 
recently. “Our relationship 
with Merck has given us 
enormous muscle in the US. 
and you can be sure we will 
not throw that away." 


INTERNATIONAL BONDS INVESTORS RESUME FLIGHT TO QUALITY 


Fresh jitters in emerging markets 


By Jeremy Grant 


Just when emerging market 
band issuers felt it was safe 
to revisit the capital markets 
after the initial shocks from 
the Asian financial crisis, a 
fresh bout of jitters has sent 
most back below decks. 

Indonesia's economic 
woes, fresh worries over 
Russia's shaky domestic 
finances and disquiet over 
the state of the Japanese 
economy have sparked 
another emerging market 
shake-out. 

Investors have resumed 
flight-to-quality buying and 
emerging market yields 
spreads have widened again, 
raising the cost of borrowing 
for sovereigns. 

As recently as March, the 
sovereign bond yield spread 
over US Treasuries on the 
J.P. Morgan emerging mar- 
kets bond index - widely 
viewed as a benchmark - 
was at 448 basis points over 
US Treasuries. By last week, 
tt was hovering around the 
530 basis points mark. 

For many would-be issuers 
- Thailand. South Africa, 
even tiny Moldova - this bas 
delayed their eurobond 
debuts. Last week. Jamaica 
was among the few to brave 
the markets with a $250 m 
issue priced at 525 basis 
points over US benchmark. 


Emerging Markets Brady Bond yield spread over IK Treasuries 
tar art 


Union peso 
arts 


Aaaflflnanaal Russian 

arts poets 


But with the chutzpah of 
Russia's $1.25 bn eurobond 
last week and Indonesia's 
commercial bank debt 
rescheduling package, is 
there life in emerging debt 
markets after all? 

In particular, does this 
herald another revival in 
debt issuance and a tighten- 
ing of spreads? 

For mast would-be issuers, 
the immediate prospects are 
s lim. Economists say inves- 
tors are still smarting from 
the Asian financial crisis. 
Add Russia to the mix and 
funds are likely to remain 
sidelined. 

“It’s undoubtedly the case 
that we're going to see fairly 
low bond issuance for the 
year as a whole. Unless we 
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see the emerging market 
problems spread further 
afield there may be higher 
issuance in the final quarter 
of the year - Brazil and 
Argentina perhaps." said 
Chris Portman, senior 
emerging markets analyst at 
ANZ Investment R ank, 

One consolation is that 
spreads seem unlikely to 
widen any further. 

Paul Luke, head of trading 
at Deutsche Bank, points out 
that Asia’s debt problems 
are overwhelmingly private 
mid that investor perception 
of sovereign credit has held 
up relatively weD. 

"The one thing you can 
say about Mexico and Korea 
is that when push came to 
shove public sector obliga- 


tions were honoured. We 
have a certain degree of 
comfort that they [emerging 
market sovereigns] will pay, 
and that leads to a reduced 
default probability. That will 
cap the widening of 
spreads." said Mr Luke. 

In addition, some analysts 
say that progres s in carrying 
out structural reforms in 
Thailand and South Korea 
ma y help bring in spreads. 

Meanwhile, the only bor- 
rowers likely to come to the 
party are those whose finan - 
cing needs are so acute that 
they cann ot wait for this to 
happen. 

That helps to explain the 
latest Russian offering, 
which surprised markets 
given its yield of 650 basis 
points over US Treasuries. 

Like Ukraine - which says 
it needs $2bn from overseas 
this year - Moscow needs 
huge slices of funding in 
coming months. Bankers 
talk in terms of monthly 
needs of *5bn. 

However, with the domes- 
tic government bond market 
expensive. Russia has little 
choice but to seek funds 
abroad. 

"At the moment it’s 
cheaper t han funding them- 
selves domestically. If you 
assume the rouble devalues 
roughly in line with infla- 
tion, it's substantially 


cheaper than domestic 
yields,” said Tim Unger, 
emerging markets analyst at 
ING Barings. 

One factor in Russia's 
favour - at least in theory - 
is that in spite of emerging 
market wobbles, the relent- 
less pursuit for high-yielding 
paper goes on. 

With the US basking in 
low inflation and interest 
rates apparently on hold, 
yields on the country's bond 
market are not much of a 
pull- 

in Europe, the onset of full 
monetary union and lower 
short-term interest rates is 
having the same damping 
effect on yields and investors 
are looking down the credit 
spectrum far better returns. 

Juliet Sampson, emerging 
markets analyst at Bank of 
America, believes that suc- 
cessful debt issuance by Rus- 
sia could help restore some 
investor confidence. 

However, most analysts 
agree that much depends on 
whether Moscow can deliver 
on economic reforms. 

According to Mr Unger, 
there is still much at stake 
with further Russian bond 
issues. “At the moment, sen- 
timent is improving. But it 
win only count if the pack- 
age of reform measures 
bears fruit It’s a gamble,” 
he says. 


Petro-Canada deal probed 


By Edward Mden la Tomato 

Canada's authorities have 
thrown up an obstacle to a 
proposed joint venture that 
would create the country’s 
largest oil refining and mar- 
keting entity. 

The Competition Bureau 
has concerns over a deal 
between Petro-Canada. Cana- 
da's third largest integrated 
oil company, and Ultramar 
Diamond Shamrock, an Inde- 
pendent Texas-based oil 
' company. 

The two companies signed 
a memorandum of under- 
standing in January to form 
a marketing and refining 
joint venture in Canada, 
Michigan and New England. 


The allian ce would operate 
five refineries with a daily 
capacity of 500,000 barrels of 
crude oil and would control 
3.500 retail outlets. 

The companies estimated 
cost savings of USJ456m 
from the joint venture, 
which would have annual 
revenues of US9&2bn. 

While the bureau would 
not give details of its con- 
cerns, analysts said the main 
issue was the alliance's 
potential dominance of retail 
service stations in Quebec 
and the Atlantic provinces. 

The venture would control 
about 35 per cent of petrol 
stations east of Ontario. 

Independent marketers are 
also seeking assurances on 
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future access to refined prod- 
ucts, and other large refiners 
such as Shell Canada 
Resources are thought to 
have raised questions. 

Petro-Canada spokesman 
Robert Andras said the com- 
pany was surprised by the 
degree of scrutiny from com- 
petition authorities. 

The transaction, which 
was supposed to be con- 
cluded this spring, will be 
further delayed until the 
issues are resolved, he said. 

The Competition Bureau 
may be flexing its muscles in 
advance of a decision expec- 
ted later this year on two 
large bank mergers, said 
MarHn Molyneaux, at First 
Energy in Calgary. 
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NOTICE OF REDEMPTION 
TO THE BEARER HOLDERS OF 
Alberto-Culver Company 
5 Vi percent Convertible Subordinated Debentures due 2005 
(1SIN XS0058384016) 

Redemption Date: 15th July, 1998 

NOTICE IS HEREBY GIVEN THAT, pursuant to Sections 1 103 and 1 104 of the In demure dated as of 
30 s June. 1995 (the "Indenture") between Alberto-Culver Company ithe "Company") and Bankets Trust 
Company, as Trustee (the "Tralee"), die Company has elected to exercise its option to redeem and will 
redeem all of the outstanding 5 ** percent Convertible Subordinated Debentures due 30* June, 2005 (the 
"Securities") issued pursuant la ihc Indenture and the Company docs hereby call all of rhe principal amount ! 
of the Secunties for redemption on IS* July, 1998 (the "Redemption Date") at a redemption price of 100 
pci cent of ibe principal amount of the Securities (the “Redemption Price") plus accrued interest from 1* 
July, 1998 of US S2.29 per U.S. S1.00II principal amount of Secunties I “Accrued Interest"). 

On the Redemption Dale, the Redemption Pncc plus Accrued Interest will become due and payable on 
the Securities, and interest on the Securities will cease to accrue on and after such date. The Securities must 
be surrendered, together with all unmaiured coupons, (o any address set forth below to collect the 
Redemption Price. 

The Securities are convertible into Class A Common Stuck ithe "Common Slock") of the Company at a 
Conversion Price equal to U.S. Sib. 1875 for each share of Common Slock teach U 5. S 1.000 principal 
amount of Securities ml) be convertible into 61.77b shares or Common Stock). The right la con sen the 
Securities will terminate at the close of business on 15* July. 1998. No fractional shares will be issued, but 
cash w ill be paid in lieu of any fractional shares The dosing price of the Common Stock on (be New York 
Stock Exchange was U.S S27 per share on 2*>lh May. 1998. 

Holden of Securities who wish to convert their Securities into Common Stock must (i) surrender the 
Securities, together with all unmaiured coupons, duly endorsed or assigned to the Company or in blank, at 
any address set forth below, tiil complete and sign the Conversion Notice on the back of their Securities and 
(iu) have their See unties and coupons received at any address set tenth below not later than the close of 
business on 15* July. I99H, at which tunc ihc right of conversion will terminate. The Securities may not be 
presented for redemption or cuni-cisicm at any office of die Company, the Trustee or any paying agent of the 
Company in the United Slates of America 

ir any Security is converted an or after JO* June, 1998, interest payable on 30* June, 1998 will be 
paid lo Ibe bearer of that Security who surrenders the appropriate coupon to any address set forth 
brio*, notwithstanding such conversion. The bolder of a Security converted prior to 30* June, 1998 
win not be entitled to be paid the interest otherwise payable on SP June, 1998. Accrued Interest from 
J- July, 1998 to the date of conversion will not be paid on any converted Security. 

The Securities and coupons and the Required Certificate lonly for redempoonsl as set fonh herein, must 
tv surrendered to collect the Redemption Price or to convert (he Securities into Common Stock at one of the 
follow ing locations 


Bankers Trad Company 
I Appold Sired 
Bnadpt 

London ECZAZHE 
United Kingdom 


BaAoi Trust Lmentbourg&A. 
M Boulevard FD Routeveh 
L-2450 Luxembourg 


RedarrtmXMi 

Swta Bank Corporation 
taradepbc 
CH-S0II) Zurich 


CT REQUIRED CERTIFICA TE 

Alberto-Culver Company 

5 W percent Convertible Subordinated Debentures 

Due June 30. 2005 

The nndenigned holder of this Security understands that the Company may be required by Section 1445 
of the United Stales Internal Revenue Code of 1986. as amended, to withhold ten percent of the principal 
payable to the holder upon the redemption of this Security if this Security constitutes a "United Stales real 
property interest", as such term is defined in Untied Stares Temporary Treasury Regulations Section 1 .897- 
9TlM or applicable successor regulations, in the hands of Ihc beneficial owner of this Security if such bene- 
ficial owner is not a United States person, as such taut is defined m Section 7701 of the United States 
Internal Revenue Code of 1986, as amended, in order ro inform the Company whether withholding is 
required upon the redemption of this Security, the undersigned holder, for itself and on behalf of the benefi- 
cial owner of this Security . hereby certifies as follows: 

□ This Security constitutes a United Stales real property interest, as above defined, in the hands of 
its beneficial owner. 

O This Security does n& constitute a United States real property i merest, ns above defined, in the 

hands of its beneficial owner. j 

O Die beneficial owner of this Security is a United States person, os above defined, whose name, 

address and taxpayer identification number are as follows: j 


No payment of the Redemption Price or any jcauud interest will be made to the holder or any other per- 
son with respect to the redemption of this Security unless one. but only one. of the hoses above is marked. 


[Name of Holder] 


Grit Nodes 

Cofiperatieve Centrale Raiffeisen BoerenleenbankB A- 
(Rabobank Nederland) 

Series No; 204 
U.S. §100,000,000 

6 .375 per cent Callable Step up Notes due 2001 

NOTICE 15 HEREBY GIVEN Um nuxm to Tom 17 nT the Prtck* Suppkniait. 
Rahfcn* Nakrtal wJV mkan if ihc Nowi * rnr vsiur rm rtw next Intense |*|obS 
-tac. I -ihjune. IWL alien mmon die Ncrawiflccrtr no xauc 
Rq-jmnu •* pnncyial will Ik rale upon |*uuiuiK«i and Hmcikfcr nt'dir Nora Kith all 
urauunaJ o eyvnn mocked ai d»r 1 4fier» idaiy Paying Agent! ImoJ brkw. 

firths**™* 

Banker, Tun G<mfunf Banket* TnacLuBantuarc Swnt RankG u qvwmni 
lAnvkJSnvn 14 EtalrvaH F.D. Runacvetr SM-CI/tVtmg Agent) I a n mm 
Hnufcnc L-24U Lujrrahmsj: HO. Bin ft} 10 Zurich 

L«A«EC2A2HE Smarini 

Accrued inirrer Jncun IZih lum-. 1448, ad! hr panl ia che Donsal manner on or srfirriiiar 
ibre <mn* [xramcm.«iirCi»jfx*i I. 


Bankers Trust 
Company, London 
Slh)unc.pWS 


Fiscal Agent, Paying Aged 
and Transfer Agent 


Nonca THINE HOUMMOS 

PTE 10 BttJUON RXED RATE NOTES CONVBTT1BLE 
WTO FLOATING RATE NOTES 
DUE 24D1 JUNE 2002 
XS0077187051 

ISSUED UNDER EB DEBT ISSUANCE PROGRAMME 
ECU 58SJJON. SBHES 15, TRANCHE 1 

NOTICE m hereby great. swrmutt w prov i sion K of Hit Pricing S u pph auai t of 
the above note*. ihc Company will rustce ibe n^n to convert ihc fixed nte of 
5 "5<i payable annually on 24di Jime do br-anmed payments on 24th Jane an d 
2-kb December each year into naming roar 6 (north PTE L1SBOR. plus 3 basis 
pomn. Upon cnwMD the provision of 12. 13. 14. 15. Ifi. 17. 19, 30. 21 of 
the pricing w pp ta ncnt mgetber wnb ibe other pnr w a iom applicable to Floating 
Rais Mole* shall apply thereto. 

BE1/E1B Fiscal Agenc 

lOOBoolcvaidKomad Adenauer CiribankNA 

L-2950 Luxembourg 336 Strand 

London WC2R I KB 

Jour 8. 19W 

Bv- Ctdbm± nla. iCmjbmw Matey a Tnml. Apa Bart 


T.LM. (LUXEMBOURG) S JL 

USS20JMWW0FRNDUE199B 

In accordance with the provisions of the above mentioned Nates, 
notes Is hereby given as follows; 

9 interest period: June 8, 1998 ta December 7 . 1998 (182 days) 

♦ Interest payment dart: December 7, 1998 

♦ Interest rate: R30% per annum 

♦ Coupon amount payable per Bond at US$100,000: US$3,185.- 

Agant Baric 


De Beers Centenary Finance PLC 

llnoorpotarai In the We of Mao under the Gxnpaniei Aca 1931 to 1993 
Regbtered Number 66056C) 

£100,000,000 9XPER CENT GUARANTEED 
BONDS DUE 2020 (the ’Bands 1 ) 

INTEREST PAYMENT NO. 7 


Interest on the Bonds lor the si* months endteg 30 June 1998 al the rate 
ct £487.50 per SMtLOOO in principal amount at the Bonds wfll be paid 
on 30 June 1998 as fatows:- 

Q To holders of Bonds In registered form registered as such on 
15 June 1S6B; and 

n) To hokfcm d Bonds fri be are r ksm by presentation and surrender of 
coupon no. 7 detached from Bearer Bonds to any at the fodowlng 
paying agtete- 

MorganGuaraity Trust Company Swiss Bank Corporation 

of New YorK Paradaplatze 

60 Victoria Embankment CH-60T0 Zurich 

London EC4Y (UP. Untied Kingdom Switzerland ! 


Morgan Guaranty Treat Company 
of New York 
Avenue des Arts 35 
B -1040 Bonsais. Brtgksn 


Banque Paribas 
Luxembourg 
10A boulevard Royal 
L-2083 Luxembourg 


The exJnterest date on the London Stock Exchange is 6 June 1998. 
Payment of interest win, where appScabie, be surest to deduction of 
United Kingdom Income tax 


«i — i . j ^ .j niffmen 

nograwaa no nova unres: 

6 Hope Street 

Castletown 

Isle of Man 

IMS IAS 

United Kingdom 

4 June 1996 


„ negtstran 

Compjtarahare Services PLC 
Registrais Department, PO Box No. 82. 

Caxton House. Redcflfla Why. 

Bristol BS99 7NH 
Untied Kingdom 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

+440171873 3349 
Marlon 
Wedderbum 
+4401718734874 




StRIWS 


* Suisse in pun 


^“vestmen: 


to* piT.'Jjj’ 


*To be dated the date of 
presentation or surrender 


ft NATIONAL 

Abbey National 

Treasury Services pic 

US$1,000,000,000 
Guaranteed Floating Rate 
Notes 1999 

Notks a hereby poenlkai 
the notes wilt bear interest 
at 5.625% per aniBBi) from 
8 June J998 to 8 September 1938. 

Interest payable on 8 September 
1998 mill amount loUSS 1438 
per USSI.OQO note. USSI4175 
per (JSf 10,000 note and 
USS1.43TJ50per 
USSmOOQ note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 
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...NEWS DIGEST 

GOLD MINING 

Battle settled belween * 
Newmont and Normandy 

Tt».tong-njnning legal battle between Newmont Mining and 
Nomandy Mhlng, Australia's biggest gold producer, was 
finally dscided at the weekend when the Peruvian Supreme 
Court ruled In favour of tha US group over ownership of Yan- 
acocha, Latin America’s largest goldmine and one of the 
wood's loweat-ooat producers. 

The decision ends a two-year dispute between the two 
groups that arose after Normandy bought most of BRGM, the 
former state-owned French mining company. The US mining 
group and Buenaventura, its Peruvian partner, darned this 
deal triggered its right to acquire a 24.7 per cent stake in 
Yanacocha which BRGM had held for $1 09.3m. 

Thb appeared to be settled in favour of Newmont and its 
Peruvian partner last year, but 'm September me Supreme 
Court said it would examine the case. At that stage, Robert 
de Crespigny, Normandy chairman, said he believed his com- 
pany still had a “strong case”, adding that he believed the 
Issue would be resolved by the “most superior court". 

Newmont said Hs stake should Increase from 38 per cent to 
51.35 per cent, white Buenadventura’s should rise from 32.3 
per cant to 43.65 per cent. Newmont has been accounting for 
its. holding on this basis since the lower court riding went in 
HS flavour in February 1997. The US company's share of the 
additional purchase price was put at about $59m. 

NflddTait, Chicago 


DAIMLER-BENZ 


Rights issue share price set 

Daimler-Benz, the German industrial group which is merging 
with Chrysler of the US. has set the price for new shares in Its 
forthcoming DM7.5bn ($4.23bn) rights issue at a 20 per cent 
discount to Friday's dosing level. Shareholders will be able to 
subscribe to the new shares on a 1-for-10 basis at DM144. 
This compares with Friday's closing price of DM179.80, up 
from DM164 when the move was announced in March. 

The share issue - originally set slightly lower at DM7.4bn - 
is part of Daimler-Benz's move to give shareholders an 
extraordinary DM10.3bn pay-out, enabling them to lake 
advantage of tax savings by the group. It Is recouping the 
bulk of the payment through the rights issue, with the remain- 
der coming from a tax credit This is possible because tax is 
higher in Germany on retained earnings than on dividends. 

The discount is at the upper end of expectations. The sub- 
scription period will run from June 12 to June 25. 

The two biggest shareholders, Deutsche Bank with 22 per 
cent and Kuwait with 13 per cent, have said they would take 
part in the capital increase. Deutsche Bank Is lead manager of 
the share issue, with Goldman Sachs as co-lead manager. 
Andrew Fisher, Frankfort 


GERMAN FINANCE 


t :V •• - • 



- Berlin bank lowers its sights 

~ BankgeseUschaft Berlin, the German banking group, has 
i_ 9 scaled back its expectations for profits this year following a 
- f poor performance In the first five months. Wolfgang Rupf, 

— 1 chairman, said business had not been as good as hoped and 
j "only a slight increase In profits win be achievable". 

J In 1997 the group, which Is largely publicly owned and 

' indudes both pubHc and private sector banks, had net profits 
7 ^' of DM285fn. ln.fiie first five mobtiis of 1998 gperating profits 
were DM283m, a slight Increase on the same period In 1997. 

: Mr Rupf said the planned merger with Norddeutsche Lan- 

desbank, a regional state bank, was stai on track. Sharehold- 
— ere wHI vote on the deal, which would create Germany’s 
^ fourth largest bank, at a meeting In the autumn. 

Frederick Stttdamann, Berlin 


MUTUAL FUNDS 

Credit Suisse in joint venture 

- Credit Suisse Asset Management, which is owned by the 
H Swies-US bank, is to join Warburg Rncus Asset Management, 
the US mutual fond group, in a global distribution venture. 

Phil Ryan, chief financial officer for CSAM, said: “The new 
venture is not exclusive. Both of us can pursue our various 
strategies, but given the extremely high valuation levels for 
asset managers this is a vary attractive venture." The deal 
involves both sides distributing each other's products in home 
markets. It gives Credit Suisse a firmer foothold in the US 
market, as its products will be distributed through the War- 
burg retail distribution channels, white the US group gains 
access to CSAM's network in Europe. Mr Ryan said the two 
sides were keen to develop the venture In the UK end Japan. 
Jane Martinson 
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EMER G ING MARKET S P UBLI C OUTCRY OVER SALE OF IONIAN BANK_FAILS TO DETER SOCIALIST GOVERNMENT 

Greece pursues privatisation plans in earnest 


ByKaria Hope In Athens 

Foreign investors are 
deUgbted by Greece’s bid to 
catch up with its southern 
European partners and join 
the single currency by 2001. 

Daily trading volume on 
the Athens, stock exchange 
has quadrupled since the 
drachma joined Europe's 
exchange rate Tneehantem on 
Marc h 12. 

‘ Investors are backing the 
Socialist government to win 
its battle to restructure loss- 
making public sector compa- 
nies and speed up privatisa- 
tion. Recent dashes between 
riot police and striking 
[ workers opposed to the sale 
of state-owned Ionian Bank 
sent brief tremors through 
the market, but the underly- 
ing mood c onfi dent. 

.The Athens general index 
closed at 2J562JJ2 cm Friday. 
It has retreated from last 
month’s record of 2,669, but 
is still almost 60 per cent up 
on the year. 

"There's some . nervous- 
ness about what's going to 
happen with Ionian Bank, 
bat every polnt-and-a-half 


drop in the index is sera as a 
buying opportunity.” says 
Constantine Xenos, head of 
research at Egnatta Securi- 
ties. “The market seems con- 
vinced that the government 
is serious about meeting its 
deadlines.'' 

The Socialists claim the 
budget deficit will foil this 
year to 29 per cent of gross 
domestic product, just 
within the Maastricht 
requirement for participat- 
ing in monetary union. 

In spite of a jump in 
inflation, caused by a 12-1 
per cent depreciation of the 
drachma against the Ecu at 
the time of Its ERM entry, 
Greece is on track to 
reduce its Inflation rate 
to 2 per cent by the end of 
next year. 

The Socialists* fast-track 
privatisation programme is 
projected to raise at least 
$l.3bn this year to help 
reduce the public debt to a 
level compatible with mem- 
bership of the euro zone. 

Bank shares led the surge 
in prices that followed the 
drachma's ERM entry, and 
are still popular. A sharp 


Mens General Max 



rise in bond prices should 
boost second-quarter earn- 
ings as most banks have big 
holdings of government 
paper. 

Analysts agree that the 
sector must consolidate over 
the next 18 months in order 
to remain competitive. The 
sale of Ionian, due later this 
month through a tender on 
the stock exchange, is seen 
as the catalyst for reform. 

Greek ba n ki n g is still dom- 
inated by inefficient state- 
owned banks with high oper- 


ating expenses and large 
portfolios of doubtful loans. 

The proceeds from selling 
a 51 per cent stake in Ionian 
Bank would provide a much- 
needed capital injection for 
Commercial Rank , its strug- 
gling parent group. With a 
market share of about 18 per 
cent. Commercial's size 
should ensure its survival 

However, smaller state- 
controlled banks could be 
swallowed up by the more 
aggressive private banks, 
which are also likely to 


acquire their less successful 
private sector rivals. 

Two fast-growing private 
banks. Alpha Credit, and 
Piraeus Bank, are planning 
rights issues to fund new 
acquisitions. 

Alpha Credit, Greece's big- 
gest private bank, says it 
will raise DrSObn-90bn 
(S266m-S299m) in the next 
few weeks to help finan ce a 
bid for Ionian, while Piraeus 
is the front-runner to 
acquire Cretabank, the next 
bank scheduled for sale 
under the government's pri- 
vatisation scheme. 

“There won't be room for 
more than a dozen banks in 
Greece by the turn of the 
century,” says Haris Stama- 
topoulos, Ionian's governor. 
“But those that are left will 
have lots of room to grow." 

The current round of pri- 
vatisation also includes a 20 
per cent stake in Hellenic 
Petroleum, the profitable 
state oil-refining group. 

HP has quietly restruc- 
tured itself over the past 
year, splitting its oil-refining 
and downstream operations 
Into separate divisions and 




expanding its nationwide 
chain of petrol stations. 

The offering, which is 
being launched this week, 
will be divided between 
domestic retail Investors, 
whom HP is keen to attract, 
and domestic and interna- 
tional institutions. Pricing 
will be carried out through a 
book-building exercise next 
weekend. About Dr60bn is 
likely to be raised, according 
to analysts in Athens. 

A third tranche in OTE, 
the public telecoms operator, 
amounting to 10 to 15 per 
cent, will be sold later this 
year. While OTE has under- 
performed the market, 
because of management 
problems and delays in digi- 
tising its fixed-line network, 
the government believes for- 
eign investors still have a 
keen appetite for telecoms 
offerings. 

Greece's first private tele- 
coms flotation is only a few 
months away. The listing of 
5-79 per cent of Ponafon, the 
biggest of three Greek cellu- 
lar operators, wliich is con- 
trolled by Vodafone of the 
UK, is due by December. 
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AN CLOG OLD LIMITED 

(lnavparaied in the RepiMc ci South Africa; 
(Registration number 05/17354/06) 

("Anglogold") 


EPP D 

EAST RAND GOLD AND 
URANIUM COMPANY LIMITED 

(kworponttd In the RepuMc of South Afrfra) 
( R e taliati on number 71/07001 f06) 

("Ergo") 




EASTVAALGOLD 
HOLDINGS LIMITED 

(Incorporated in the Reputitk of South Africa! 
(Registration number 9J/D4409/06) 

("Eastvaal") 


f 


ELANDS RAND GOLD 
MINING COMPANY LIMITED 

(Incorporated In the Republic of South Africa) 
/Registration number 74/01477/06) 

("Elandsrand") 


FREEGOLD 

FREE STATE CONSOLIDATED 
GOLD MINES LIMITED 

(Incorporated in the Republic ai South Africa) 
(Registration number 05/2821 0/06) 

("Freegold") 




SOUTHVAAL HOLDINGS LIMITED 

• (Incorporated in the RepiMc of Sotfh Africa) 
Ategfctntioii number 66/1 1B06/06) 

("Southvaal") 


WESTERN DEEP LEVELS LIMITED 

(Incorporated In the Republic at South Africa) 

(Registration number 57/02349/06) 

("Western Deeps") 

(collectively "the Participating Companies") 


H J JOEL GOLD MINING COMPANY LIMITED 

(Incorporated In the RcpubSc of South Ahka) 

(RegfnrMlon number 85/01005/06) 

nod") 


ANGLO AMERICAN GOLD INVESTMENT COMPANY LIMITED 

(Incorporated In (he Republic of South Africa) 

(Registration number 05/09084/06) 

("Amgold") 






FIDELITY INVESTMENT 

Director faces tax probe 

One of Fidelity Investment's senior pensions directors has 
■ started a leave erf absence while he is investigated for tax 
offences In the US. Robert Flater, head of the group's interna- 
tional defined contribution business, has been indicted on 
£ . several tax charaes. Including failure to account for and pay 
withholding tax between 1992 and 1995. Mr Flater was run- 
..s rtng his own company during this time. . 

>* • He joined Boston-based Fidelity, 

T fond manager, In 1996. The charges, which haw sffll to come 
- to trial, will come as a blow to the company, which has 
recently recovered from a spate of bad performance and the 
f - departure of several managers. Jane Martinson 

• 

^ ISRAELI PRIVATISATION ; 

UMB sale raises Shk730m 

iemt has ShkTSOm (WOOm) m a h«v!ly ov^ 
scribed offering of shares and warrants In Un ^™*rahi 
y Bark (UMB), the country’s fourth biggest, on foe Tel Aw 

jjf ^kEx(Snge.Thegovemmerth^tora^anrtlw 

Zm ShkBSm today in an over-allotment t*nehftwoift3tf 

cant of UMffs equity. Last week's 18 per cent ottering was 

'' . 4 teSig^«Sw to employee*, foe 

' W SEtent by 

warrants are exercised, the state win non^y . 

the end of 1999. Last year, a 51 l«« rt.etate^ UMB WQ 
sold to a firoup of private investors. Avi Machfie, Jemsawn 

FOOD AND DRINK 

Orkla profits undermined 

Unflartytofl P nrtts at Odds. 

■ 

up from NKr9,42bn to ^ Sweden, 

bfc *”***< “W 9 rDCe| Y w* 1 ™* 8 co-opera- : 

fl Q£iks turnover fed fcjtad«a ^»?Tb?»mpany said the end of . 

ten with Coca-Cola of the ^ offset 

^CexMHColabott ^ Pep^Co ^ 

/:■■ by the introduction of a produettona^^^^ ^ 

dbe to begin before 21X31. Ttm Burt StoCKnomi 


1. At trie general meeting of members erf Anglogold hdd on A June 1 998 trie resolutions, which relate 
to the formation of the enlarged Anglogold and which wee set out in the notice of general 
meeting dated 6 May 1998, were passed by the requisite majority of members in tennis of the 
requirements of the Companies Act 1973, as amended and of the Johannesburg Stock Exchange 
Listings Requirements, as applicable. 

The resolutions relate to: 

- the acquisition by Anglogold of the entire issued share capitals of each erf the Participating 
Companies, the gold ntineral rights and share Interests and the cession and assignment 
to Angfogoid of the Service Agreements as defined in the O radar posted to members on 
6 May 1098; 

- the adoption of the "Anglogold Limited Share Incentive Scheme"; 

- the increase In foe remuneration of directors; 

- the issue, to Anglo American Corporation dS South Africa Limited (AAQ, erf ordinary shares in 
Anglogold as consideration for the cession and assignment to Anglogold of the Service 
Agreement between Anglogold and AAQ and 

- the reduction of Anglogold 's share capital, subject to confirmation by the High Court of South 
Africa, by canceBng that portion of the share premium account whioi is equal to the goodwill 
attributable to the acquisitions by Anglogold of the various assets referred to in the Circular to 
members dated 6 May 1 998. * 

2. At the general meeting of members of Amgold held on 3 June 1998 the resolution relating to 
the disposal by the company to Anglogold of its holdings in the Participating Companies 
together with its Cold Mneral Rights, certain other share interests (irtdutfing tne interest In 
Driefontein Consolidated Limited) and certain US Dollar denominated loans all as referred to in 
the resolution, was passed by the requisite majority of members In terms of the requirements of 
the Companies Act 1973, as amended. In addition the resolution was passed by a majority of 
members other than Anglo American Corporation of South Africa Limited and those of lb 

. subsWaries which bold shares in Amgold, which are related parties of the company in terms of 
the rules of the Johannesburg 51ock Exchange. 

In exchange for the disposals by it, Amgold will receive the following: 

Independent Rnandal Adviser to Angfogoid 
SBC Wwburg Dfllon Read 

' Independent Financial Adviser to Ergo, Elandsrand, Freegold and 
Western Deeps and Independent Merchant Sank for Amgold 
Standard Corporate and Merchant Bank - 

Independent Rnandal Adviser to Eastvaal, Joel'Southvul and Amgold 
RrstCorp Merchant Sank limited 


- a total of 15 070 023 Anglogold shares credited as folly paid; 

- participation rights in future profits or equity arising from the exploitation of certain mineral 
rights areas, and a participation In any profits, should these assets be disposed of by 
Angksgold; and 

- corresponding obligations by Anglogold to Amgold in respect of the disposal to Anglogold of 
certain loans. 

3. At the scheme meetings of the Participating Companies held in terms of Orders of the High 
Court of South Africa QMtwratersrana Local Division) ("the Court") on 4 June 1998, foe 
P a rt i c i pating Companies' members approved, in accordance with the requirements of Section 
311 of the Companies Act 1 973, as amended, the Schemes In terms of which it is proposed that: 

- existing members of the Participating Companies will receive a certain number of new 
Anglogold ordinary shares for every 1 00 shares held on the Record Date and/or a pro rota 
number of Anglogold ordinary shares. Fractions of new Anglogold ordinary shares will not be 
allotted, but In lieu thereof. Participating Companies' members will receive the cash equivalent 
of that Participating Company's member's entitlement to a Fraction of a new Anglogold 
ordinary share. Hie cash equivalent wiD be the value of such fraction based on a price of 
R19S.00 per share; and 

- the Participating Companies will become wholly-owned subsidiaries of Anglogold. 

On 2 3 June 1 998 applications wfll be made to the Court to sanction the Schemes. Subject to the 
sanction by the Court, it is expected that the listings of the Participating Companies' (other than 
Eastvaal) shares will terminate at the dose of trading on 26 June 1998. (the last day for those 
companies' members to register to participate in the respective Schemes) and the Schemes 
(other than the Eastvaal Scheme) will become operative on 29 June 1998. 

In the case of Eastvaal, the listing of its shares win terminate at the dose of trading on 1 0 July 
1 998 (the last day for Eastvaal members to register to participate in the Scheme) and the Scheme 
will become operative on 1 3 July 1998. 

Johannesburg 

8 June 1998 

Legal advisers 
Webber Wen tzel Bowens 
Maporrya Inc 

Joint Sponsoring Brokers in South Africa 
SBC Warburg Dillon Read 
Smith Boricum Hare 

Sponsoring Broker In the United Kingdom 
SBC Warburg Dillon Read 
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COMPANIES & FINANCE 


Skanska seeks acquisitions for foreign expansion 


By Crag Motor to StocktoJoi 


Skanska of Sweden, one of 
Europe's largest construc- 
tion groups, is eyeing strate- 
gic acquisitions as part of 
plans to expand its interna- 
tional presence following a 
big internal revamp. 

Claes Bjflrk, chief execu- 
tive, said the company was 
interested in bolt-on acquisi- 
tions in selected areas as it 
sought to bolster Its engi- 


neering. building and prop- 
erty development operations 
in overseas markets such as 
the US and the UK. 

His comments came as the 

company announced the sale 
Of SKrl.4bn ($180m) of forest 
land, the latest step in its 
disposal of about SKrl7bn of 
non-core assets. 

The divestment pro- 
gramme Is the centrepiece of 
a Ear-reaching restructuring 
of Sfcanska's business portfo- 


lio and management struc- 
ture by Mr Bjort following 
his appointment last year. 

Mr BJOrk said Skanska 
wanted to enter the market 
Tor post-construction prop- 
erty management as well as 
establish a foothold in the 
oil, gas and power construc- 
tion sector. This expansion 
would probably take place 
via acquisitions and chiefly 
in the US. 

Skanska's US sales grew 


38 per cent to SKrl5.4bn last 
year, with most of the 
increase generated by 
organic expansion. 

Mr Bj&rk said Skanska 
was seeking to extend its 
market reach by supplying a 
broader range of construc- 
tion-related services. These 
might include property 
design. maintenance 
operations and financing. 

Meanwhile, be reaffirmed 
Skanska’s commitment to 


Costain, the troubled UK 
contractor in which it pur- 
chased a 7.6 per cent stake 
last year. "Our ambition is 
to become one of the leading 
contractors in the UK," be 
said. 

He added it was too early 
to say whether Skanska 
would exercise an option to 
increase its stake in Costain 
to 40 per cent within two- 
and-a-balf years. 

In Sweden, Skanska said 


the sale of forest land to 
Gustaf Douglas would gener- 
ate a pretax capital gain of 
about SKrLlbn. The deal 
leaves to dispose of 

two re mainin g non-core 
holdings: a 39 per cent 
equity stake in Scancem. the 
quoted Nordic cement group, 
and a 8.7 per cent holding in 
SKF, the Swedish rolling 
bearing supplier. 

• Kone, the Finnish lift and 
escalator maker, returned to 


profit in the first four 
months of the year following 
increased modernisation a- 
maintenance orders a 
improved demand in North 
America, write Tim Bnrt m 
Stockholm. 

The company, which ear- 
lier announced an alliance 
with Toshiba, reversed pre- 
tax losses of FM19m in the 
first four months of 1997 
with a profit of FM4lm 
(S7.6m) this time. 


ABN left with hole in strategy Belgium the winner in 

replay of 1988 saga 


By Gordon Cramb to Amsterdam 

The loss of Generate de 
Banque leaves ABN Amro, 
the Netherlands' biggest 
bank, with a hole in Us 
European strategy barely six 
months ahead of European 
monetary union. 

Its failure to secure Bel- 
gium's largest banking 
group comes less than two 
months after its bid for CIC 
in France was rejected. 

ABN Amro “re mains confi- 
dent of its future" in the 
European Union, the bank 
said at the weekend. 

It added on Saturday that 
it would, all the same, 
“strive to secure itself a sec- 
ond home market position in 
Europe". Jan Kalff, chair- 
man, said on Dutch televi- 
sion: “We will continue to 
look around. There are still 
10.000 banks in Europe." 

The question is how many 
of those could provide both 
the size and breadth offered 
by General e. 

The Belgian group reaps 
about 20 per emit of its prof- 
its outside its domestic mar- 
ket. Some of those earnings 
come from the Netherlands 
itself, however, through a 
unit that ABN Amro would 
have been forced to sell, for 
competition reasons, bad it 
won in Brussels. 

Fortis, by contrast, may 
keep General e Bank Neder- 


land and thereby bolster its 
presence in Dutch retail 
banking. In investment 
banking, it can add the 
global network of Generate 
de Banque to the more local- 
ised expertise of the Amster- 
dam-based Mees Pierson - 
which Fortis bought from 
ABN Amro 18 months ago 
for FI 2£bn ($lJ25bn). 

That disposal was 
designed to rid ABN Amro, 
owner of Hoare Govett In 
London, of an overlap in 
securities and asset manage- 
ment. But like the rival ING 
- which owns Barings and 
late last year paid FI 9bn to 
take full control of Banque 
Bruxelles Lambert. Bel- 
gium's third largest bank - 
ABN Amro grew keener on 
strengthening its continental 
European presence as it 
became clear how wide the 
euro zone would be. 

Before launching his 
assault on Generate, Mr 
Kalff had said several times 
that he found west European 
banks too expensive. How- 
ever, the outcome of this 
first ever public bid battle 
involving two Amsterdam 
quoted financial institutions 
means, if any thing , a further 
mark-up in those prices. 

His foray pushed up the 
market value of Generate by 
as much as 22 per cent in 10 
days. The latest offer by For- 
tis matches Friday’s closing 



Jan Kant: *We wfl continue to look around’ 


Tony Andrews 


price for Generate, though it 
will pay less for the nearly 
30 per cent of the diluted 
equity pledged to it by the 
main shareholders in the tar- 
get group. 

Those shareholders, ted by 
the French-controlled 
Society G6n§rale de Bel- 
gique. squashed a proposal 
by the bank’s management 
in March that U should seek 
a merger with CIC. hi Fortis, 
it has instead been given 
the, at least partly, locally 
based partner that Belgian 
sensitivities required. 


With Generate de Banque 
at the head of a combined 
banking division, the tie-up 
will produce Europe's 15th 
largest financial institution 
by market capital. 

ABN Amro was offering 
G£n£rale a place among the 
top handful, although its 
role would not have been 
quite so core. The Dutch 
group, which had offered to 
move its centre for European 
operations to Brussels, will 
run that division from 
Amsterdam while it casts 
about for new candidates. 


By m Buckley fa Brussels 

Belgium never expected to 
witness another takeover 
battle to rival the 1988 strug- 
gle by Italy’s Carlo De Bene- 
detti for control of Sod&fe 
Generate de Belgique. Its big- 
gest holding company. Bat, 
this weekend, there were 
echoes of that saga. 

Both times, SGB was cen- 
tral to events: then as target 
and now as parent of the tar- 
get - G6n6rale de Banque. 

Some characters -are the 
same: Maurice Lippens, one 
of the leaders of the Bel gian 
defence of SGB in 1988, and 
now co-chairman of Fortis, 
winner of the battle for the 
bank; and Viscount Etienne 
Davlgnon, then an SGB 
director, now chairman. 

Both times, the tactics got 
dirty, with “poison pill" 
defences - more redolent of 
Wall Street than Brussels - 
brought into play. 

And the forces of Euro- 
pean Integration were both 
times at work. Mr De Bene- 
detti aimed to turn SGB into 
the first pan-European hold- 
ing company ahead of the 
single market in 1992: Fortis 
and rival ABN Amro were 
attempting to take on a truly 
European scale before the 
launch of the euro. 


But this rime, the outcome 
was different. Unlike 1988, 
when French company Suez 
was called in as “white 
knight” to save SGB, this 
tim e Brussels has organised 
a Belgian, or at least Belgo- 
Dutch, defence of one of its 
biggest corporate assets. 

After ABN Amro entered 
the bidding on May 26 with a 
surprise $ 12 . 2 bn offer, 
trumping Fortis’s $ll.lbn, 
the Belgc-Dutch Fortis was 
widely seen as underdog. 

Even when it said last Fri- 
day morning it was prepared 
to raise its bid to up to 15 
per cent above ABN Amro’s, 
analysts expressed bemuse- 
ment. But from that point 
things turned in its favour. 

As Fortis’s board met on 
Friday to decide on raising 
its bid, six Generate direc- 
tors called an emergency 
board meeting for 6pm. 

On the agenda were moves 
to declare ABN Amro's bid 
hostile, allowing the use of a 
“poison pill" involving rais- 
ing G&terale’s share capital 
10 per ceht, and selling the 
new shares to Fortis. 

Four hours into a 14-hour 
meeting, Gdn&rale’s board 
heard that Fortis was indeed 
raising its bid. to 6 per cent 
above ABN Amro's, valuing 
the bank at about $13bn. 


By 8.30am on Saturday, 
when Gfinferale’s directors 
haniwrt themselves out of a 
tense and ill-tempered meet- 
ing, Fortis had achieved a 
triple whammy. It had a 
higher bid, ABN Amro’s bad 
been declared hostile, and 
the poison pill, duly exe- 
cuted, left 41 per cant of the 

hank in its frapdfi . 

As a member of Fortis’s 
ramp said on Saturday, just 
before ABN Amro pulled 
out "We've got a higher bid, 
and more th an 40 per cent, 
before even buying a single 
share in the market." 

Barring further surprises, 
Belgium will, after all, get 
its Grande Banque Beige. 
The enlarged Fortis will be 
in Europe’s top 15 banks and 
insurance companies by 
market capitalisation. 

But celebrations are likely 
to be muted. Fortis Is a dual- 
centred, Belgian-Dutch com- 
pany. And the biggest share- 
holder in the enlarged group, 
with about 20 per cent, win 
be SGB - shortly to be swal- 
lowed up 100 per cent by 
France's Suez-Lyonnaise. 
ending unfininhwi business 
from 1988. Even with Fortis 
as the winner, the takeover 
of Gdngrale is another step 
in the dismantling of Bel- 
gium’s corporate frontiers. 


Real Madrid takes a financial shot at the internet 


By Clay Harris and 
Stephen McGookta 


After proving it can get the 
ball in the net. Real Madrid 
is hoping to score on the net 
The Spanish football club, 
which won the European 
Champions Cup last month 
for the first time in 32 years, 
is set to break new ground 
this week with a finance 
sales pitch on the internet 
Real, aiming to regain con- 
trol over its broadcasting 
and commercial rights, has 
bought them back for 
Ptal2bn ($80m) from Ges- 


port, part of the Canal Plus 
empire in Spain. The six- 
year contract had been due 
to run to 2003. 

The club has already sold 
merchandising rights to the 
Adidas sportswear group in 
a 10-year deal worth $lOm 
annually. Some television 
rights back under Real’s con- 
trol have also been sold, said 
Paco Zaragoza, a Madrid- 
based capital markets 
vice-president at Merrill 
Lynch, the US investment 
bank. 

The rights repurchase is 
being financed partially by a 


Pta7.5bn loan from Merrill, 
which is now syndicating 
the facility to a wider group 
of borrowers, using the 
internet for that purpose for 
the first time in Europe. 

This is an investment 
roadshow that will not 
require an away leg. The 
Real team, led by the club’s 
president. Lorenzo San?., will 
be fielded only once, to make 
a presentation in the 
friendly confines of Madrid’s 
Bernabeu stadium on 
Wednesday. 

The next day. fill! proceed- 
ings will be available on the 


Merrill web site ( xoww . 
meniU4t/nch.mLcom). 

It is still an all-ticket 
match, however. About 20 
UK institutional investors 
will be given a password to 
access the presentation. 

Merrill believes the inter- 
net conld change the eco- 
nomics of investment road- 
shows. which are often lim- 
ited by time and expense to 
a few venues such as Lon- 
don, Frankfurt, Zurich and 
Paris, bypassing smaller 
financial centres. 

“This takes away the dis- 
advantage for these inves- 


tors and enables ns to give 
them foil access to this infor- 
mation,'' says Ryan Fayed, a 
Merrill vice-president for 
marketing and product 
development 

On-line meetings have 
been growing in popularity, 
either in a real-time text, ver- 
sion, using technology such 
as Acuity's lchat, which Mer- 
rill already uses for its regu- 
lar net events, or in video 
format, using software prod- 
ucts such as Microsoft Net- 
Meeting or Netscape's Con- 
ference. 

Two forthcoming ichat 


seminars accessible through 
Merrill's site, for example, 
are an the topics of “Women 
and Estate Planning" and 
“Financing and Cash Man- 
agement". These are specifi- 
cally timod chat events, how- 
ever, unlike the 
password-protected Real 
Madrid p resentation 
Use of the internet is 
likely to be of increasing 
importance both to leading 
football dubs and financial 
institutions, as improved 
technology allows wider use 
of both videoconferencing - 
offering attractive business 


travel savings - and either 
live or delayed match broad- 
casts. 

British clubs including 
Manchester United. Arsenal, 
Chelsea and Leeds have all 
been exploring the potential 
of internet broadcasting. 

Real’s 7%-year loan carries 
an interest rate of 115 basis 
points (1.15 percentage 
points) over three-month 
peseta Libor. It is guaran- 
teed by the Adidas con- 
tract, although borrowers 
will have recourse to the 
club, which is owned by its 
members. 


SFL and 
Hines do 
deals 
in Paris 

By Norma Cohen in London 
and Andrew Jade b Paris 


Soctete Foncifcre Lyonnaise, 
France’s oldest property 
company, is to buy a portfo- 
lio of prime Paris buildings 
and a 50 per cent stake in a 
property management com- 
pany for FFr2-6bn ($437m). 

Separately, in a sign of 
resurgence in the Paris 
office market. Hines, the 
Texas-based real estate 
development concern, said it 
had presold a new 700,000 
sq ft office tower in the La 

Defense section of the city. 

The buyers are a joint ven- 
ture between Electricity de 
France and Caisse de Depots 
& Consignations: EdF will be 
the 40-storey tower's princi- 
pal tenant 

“We are looking at a num- 
ber of interesting opportuni- 
ties in France," said Michael 
Topbam, Hines executive 
vice-president in charge of 
European development 

SFL's acquisition involves 
a share and cash deal with 
Exor, the quoted company in 
which the Agnelli family of 
Italy holds a significant 
stake. It will leave Exor with 
about 19 per cent of SFL. 

Exor said it was still com- 
mitted to the French prop- 
erty market but an arrange- 
ment to acquire shares was 
the best way to exploit the 
potential rise in the market 
Future investments would 
also be made through acqui- 
sition of shares. Exor said. 

The deal comes amid 
growing demand among 
investors for liquid, trade- 
able vehicles in which to 
gain exposure to the direct 
property market, to avoid 
the cumbersome process of 
owning real estate outright 
Property shares are easier 
for institutional investors to 
buy, manage and sell than 
entire buildings or real 
estate portfolios. 

The purchase includes 18 
office properties in central 
Paris with more than 800,000 
sqft of lettable space. 

As part of the deal, SFL 
will acquire a 50 per cent 
holding in European Prime 
Properties (EPP), the private 
property management com- 
pany. which itself holds six 
properties in Paris. % 

SFL’s strategy is to buy 
only in central Paris, where 
it believes property values 
have the best opportunities 
for appreciation. France Is 
emerging from a severe 
property recession and non- 
domestic institutional inves- 
tors have been keen buyers 
of both direct real estate and 
property company shares. 
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UMTED STATES BANKRUPTCY COURT 
SOUTHERN DtSTRKT OF NEW YORK 
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ALLIANCE ENTERTAINMENT CORP. 
ttd. 


AUCTION OF CASTLE COHHMMCJOIONS 
BY ALLIANCE BfTBTftUNMENT 


Caw No. 9T B 44873 (BRL) 

I | ff.-.L .1 «!■ - 
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TO ALL INTERESTED PARTIES: 

PLEASE TAKE NOTICE that the a bove ca ptioned debtors and debtors In poa a c eii o n jBCtiectivBlKlha’DebterKTb 
hue Beds motion wfth the United States Bankruptcy Court tor the Southern Ototriet of New Ybric (the ‘Court’), dated 
Apr! 1B.189B (the "Motion"), mquaetkig entry of an order (the "SNe Order”), pursum* to aectians 105 raid 363 cf tide 
1 1 of Bra United Stains Code (tha "Bantouptcy Coda*), authorizing. kltiCflfa. the aata of the capttsf stock of ABC 
HokSngs (Uiq United PJK HokUngn. an ante* organised lander the tern at the United Kingdom. 

PLEASE TAKE FURTHER NOTICE that 

A UK Holdinga owna a9 oHfte oufcdandog aharea of Castle Cormm^cabona. pic, an array mya n iz ed wider 
tha law* *K the United Mrigdorn.Ga8asCqnimuiw a aio n s. pic. and tta (timet and lndksctiuba tfa rte « .pr*iiarty Form 
a catalog and ramie record label which apedaBxes In expWting proprietary content rights to 796ffs and 1970’s 
British rock groups. 

B. Pursuant to an ontor ofthaCout. dated Apri 16, 1998, as modified by ordoc dated May 27, 1998 (together 
ttM “Sola Procedures Omar*), an auction (the "Auction*) ahal commence and taka place at a he arin g to he held 
baton the Court. In Room 623 ol the IHtad States Bankruptcy Court. Hand* Hwnteon United Sates Custom Houta, 
One Boating Green, New 'folk. Maw Ibrk. on June 2& 1998 atlOOO am. or Htoon thereafter aa courts* can be 
heam. to oonetdar bids lor the prapoeed wte of the capital stock ol UK HoMtoge. submitted wi accordance with the 
Sotanaaon For Bids described bekM. 

C. Hie Debtors tore actocted Rutland Trust Pie. (toe "Purchaser*) as the staMnghorae bidder pursuwC to the tame 
of a Purchase Agreement dated May 21. 1998 (the "PuchaseApeamenO. The aggragata cmridiiisBnn offered by 
the Purchaser b S2&5 mUon (the "Purchase Price"). 

D. Any entity that wishes w submit e bid lor the purchase of the capRal stock of UK HokSnga nuet comply hi afl 
respects with the terms and condKtora estabSshad by the Sale Procedures Orriat inducing, but not Snetod Ke © the 
mMman bid that the Debtors wffl consider shal exceed the Purchase Price by not leas than S2mOton, (E) bide 
must be received poor to lZ00noononJunei9, 1938, end accompanying such bid must be(a) acash depositor 
IsnarcflctedS (acceptable to the Debtors in rilraapecfeg} equal to S2mKon,$) two copies ofttie Purchase Agraenwra 
with any proposed changes dearly Mealed, end (c ) » statement JnrSeating in detail the antaoenee and anticipated 
timing of any hrtw approvals, consents or authorimtions, Inducing regulatory rattan, that am raqurad to dose 
the sale of UK HoMIngi: and (UQ no contMon a tegaitingftnancino tor ttwpurcteea price, com p letion of farther due 
r tt genoe Inv es ti gari or yj or bowd of cfaector appromata wa ba pannittsd (coBe c tnraly. the "Sale Procedures"). Bids 
should be submtted to: The Btockstone Group t_P- rUtaadtstonaT. 345 Park Avenue. 31 at Hoc*. New Vbrk. New 
\brii 10154, Aon: Stave ZeHn. with a copy toe WOde Far& fiMw ("WF3G"). 787 Seventh Aran* NewlMc. New 
Ybrk 10019, Attn: Matthew Feldman. Esq, and CehB Gordon AReMeLaOPhe Sheet New Wiric. New Wak 10055b 
Attc Stow G reene, Esq, a denied daecnp ti on of at Sale Procedures is oon ta insd In ihemotWedSoi caa flin lor BMs. 

E. A hearing (the *SalB Hearing! shal be held before this Court knmedlatehr Wtawing the conclusion of the 
Auction, to (Q consider approval of Debtors’ sale of UK HoMnga to such bidder as ahaB provide toe highest or 
o mwwie s beat offer far UK Holdings aHhe Auction.® permit the Court to oonekfar any issues or objections that are 
tmaly rterpoeed by any patties, and flq grant such other or farth er rel i e f aa the Court may deem just or pmpac 

F Copies of the Modfied SoHdtetion far Bkh. the Motion and aM ExNbtts thereto (ncept Exhtt TJ." which has 
been Ned raider ewQ troy be ravtmeed during regular buslnees hows to the oBce of the Clerk of the Bankruptcy 
Court RflhFtooc US. Custom Housa, One Bowing Gmen, New Ybric. New Mark 10004-1 408 and may also ba procured 
wia the Internet at wwwLnybmaenuttogow or upon written request together wfth payment tor <8 copying and m etoi g 
costs to: Ikon Office SoiutiaRs, 641 Lexington Ave^ 13th Roar; New Ybrk. New \brk 10022, £12) 223-3131. Attn: 
Marti SmoB. 

PLEASE TAKE FURTHER NOTICE that any entity tlw wtohestoaubmt a bid lor the capital stock ol UK HokSngs 
is snongiy adwsed to contact The B ta t da torw Group, 3*5 Park Asa, New Ybrtt. Naw Ybtte 101S4, Aim: Stowe Zete 
(212) 935-2626. 

Dated: New Ybrk. New Ybri< 

Junal, 1998 

VWJLKE FARR & GALLAGHER 
Cotroef far the Debtors and Debtora in 
787 Seventh Amnua 
New YWk. New Ybrit 10019 
(212)728-8000 
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ingAi)barings 


MARKETS 



WEEK 


June 8 - June 14 


At Home in Emerging 
and Capital Markets 


ING^i) BARINGS 


NEW YORK 


By Richard Tomkkts 


BeocfHnaricyfeU curve 
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The main event affecting- the 
performance of US markets 
this week Is likely to be 
Wednesday’s Congressional 
testimony by Alan 
Greenspan, chairman of the 
Federal Reserve. 

Comments by Fed nffiHnic 
have Indicated the Fed 
intends to hold on any 
interest rate increases 
•pending the stabilisation of 
Asian markets, bat Mr 
Greenspan's testimony to 
the joint economic 
committee will be important 
in determining just how 
close the Fed is to Arming 
monetary policy. 

Recent economic data 
have shown that US 
consumer spending is strong 
and the labour market tight 
- factors that in other 
circumstances mi ght have 
prompted a rise to preempt 
an acceleration of inflation. 
But investors believe the 
Fed will allow US growth to 
take place at a stronger rate 
than it would otherwise 
have permitted, to avoid 

hurting fiwign marlratg nnri 



economies - hence Friday's 
leap in US equities, which 
left the Dow Jones 
Average above the 9,000 
mark for the first tinu> in . 
nearly two weeks. 

Notable statistics also due 
are the May retail sales 
.figures, out on Thursday, 
and the May producer price 
report, out an Friday. 


LONDON 


By Pfiffip Coggaa 


Benchmark yield cunm 
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The release of industrial 
production figures for April 
could provoke some 
controversy after last week’s 
surprise 0.25 per cent 
interest rate increase from 
the Bank of England’s 
monetary policy committee. 

Mamrfarr tTTrin p output is 

expected to be flat on the 
month and up only 0.4 per 
cent year-co-year, which will 
reinforce businesses' • 
complaints about the timing 
of the rate rise. 

Similarly, thu British 
Retail Consortium's May 
survey win be scrutinised 
for signs of weakness of high 
street demand; the pace of 
official retail sales growth 
has slowed of late. 

The Bank is unlikely to be 
able to use today's release of 
producer prices data for May 
as justification for the move. 
The consensus forecast is 
far input prices (raw 
material costs) to be flat on 
the month and down 9 per 
cent yearon-y ear output 
(factory gate) prices are 
expected to show only a 1 



•aa«. 



per cent annual rise. 

Weak data might enrage 
industrialists but would 
reassure the markets that it 
was the last rise in the cycle. 

The minutes of May's MPC 
meeting will be released on 
Wednesday and may give 
some dues as to why the 
Bank moved last 
week. • 


FRANKFURT 


Benchmark yfeM carve 
(V 


By Andrew Fisher 

The German stock market 
continues an Its 
record-breaking path, with 
the next barrier for the Dax 
blue chip standing at 
5,800 points after the 5,700 
level was breached on 
Friday. Strong first quarter 
economic growth figures 
helped the market, with 
capital Investment driving it 
rather than exports. 

The continued wave of 
corporate activity is 
expected to keep equities 
buoyant, the latest 
excitement being provided 
by Volkswagen's triumph 
over BMW In the battle to 
buy Rolls-Royce Motor Cars. 
The high volumes of 
liquidity pouring Into 
European shares have 
provided an added Impetus. 
These reflect nn/wtatntigft 
in Asian and other emer gin g 
markets and the relative 
slowdown in the US stock 
market 

In the view of 
Hypo-Research, the German 
market is now robust 
enough to overcome the 
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sue* Stan 

weakening of the dollar. As 
long as the US currency 
stays between DM1.75 and 
DM1.7B. it should not 
depress the market 
But if it drops below 
DML75 for too long, the risk 
of a strong correction in the 
Dax - up 35 per cent so far 
this year - would increase. 
Hypo said. 


TOKYO 


By Mtefaiyo Kakamato 


Last week, Tokyo was 
depressed by profit-taking 
pressure and concerns about 
the weak economy, 
particularly the problems of 
the banking sector. 

This week analysts believe 
the Nikkei will not only find 
it difficult to break through 
the ceiling of 15,550 but will 
test its lows. 

There is mounting 
evidence that things are not 
getting any better. The 
failure of Mitsui Wharf last 
week, for example, t riggered 
concerns about the health of 
related financial institutions. 

Consumption also remains 
under pressure, with 
household spending in April 
worse than expected at 2.1 
per cent down from a year 
earlier. 

Against this background 
corporations have been 
unwinding their 
cross-shareholdings, a trend 
which is expected to keep a 
cap on any upward move of 
the Nikkei. 

Economic statistics being 
released will proride further 
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indications of the dire state 
of the Japanese economy. 
These include the wholesale 
price index for May and the 
gross domestic product data 
for the first quarter on 
Friday. 

In particular, growing 
signs of the weakness of the 
banks could trigger a further 
sell-off of banking issues. 
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COMPANIES DIARY 


Engineers report against 
backdrop of UK rate rise 


This week's increase in UK 
interest rates may provide 
an interesting backdrop to 
the series of results due out 
this week. Comments on the 
rate rise from manufactur- 
ing exporters are likely to be 
somewhat acidic in tone as 
they have suffered the 
effects of strong sterling. 
Although sterling strength- 
ened on news of the rate 
rise, the possibility that it 
may mark the top of the 
interest rate cycle in the UK 
may lend some support to 
shares in engineers with 
overseas earnings. In the 
FTSE 100, British Land 
results may show the benefit 
of its exposure to from the 
strong growth in central 
London office 1 rents. ' 

TODAY ~ 

• Results from 600 Group 
are likely to show fret the 
UK's biggest machine tool 
maker has suffered from the 
strong pound. However, the 
currency changes will have 


been offset by the company's 
distribution operations in 
which it imports tool parts 
and similar equipment. 
Investors win also be keen 
for news of progress in the 
difficult markets of south- 
east Asia where the 600 
Group has been trying to 
build up business, and the 
degree of demand for a new 
laser cutting machine it 
launched last month. Ana- 
lysts' forecasts suggest prof- 
its of £10m-£llm ($16m- 
$l8m), about the same as 
last thnfL 

• figures from British Land 
are likely to show the best 
net asset value uplift for 
four years and should pro- 
vide an impetus to both its 
own shar ps and others in the 
sector, says research from 
BT Alex Brown. Robin White 
at the broker has told clients 
that the results should pro- 
vide “solid support for the 
share price which is dose to 
its lowest rating for 18 
months. The company, with, 
one of the best track records 


of the majors and exposure 
to key growth sectors, 
remains our favoured play 
on the continued strength in 
the UK property market”. 
The broker expects a rise in 
underlying profits from 
£90 .2m to £100.4m and an 
increase in NAV from 478p 
to 609p. 

• Electrocomponents is 
likely to unveil final results 
about &5 per cent ahead at 
EUflJn, according to a con- 
sensus of forecasts from 
First Call, the estimates ser- 
vice. The figure will proba- 
bly be affected by the costs 
of expansion and a slowing 
Of ripTTiand in fire UK. 


TUESDAY 

• Great Portland Estates 
will probably show the posi- 
tive effects of strength in 
central London property 
although its portfolio of pro- 
vincial offices may drag on 
the growth in the figures. 
First Call, the financial 
inf o rm a tion company, sug- 
gests an increase of about 10 
per cent to £50m pretax. 

• Yates Brothers Wine 


Lodges is likely to empha- 
sise investor interest in 
smaller pubs groups when it 
announces a set of strong 
results. Recent announce- 
ments of bid approaches by 
Vaux and Ushers of Trow- 
bridge have focused atten- 
tion on the lowly ratings suf- 
fered by regional brewers in 
contrast to the much higher 
ratings of pubs groups. 
Yates expected 29 per cent 
increase to about £ 12 m 
should provide further evi- 
dence of strength in the sec- 
tor. 


WEDNESDAY 

• When Meyer Interna- 
tional reports final figures, 
“the focus will be how the 
company is progressing with 
bedding in Harcros. the 
builders merchant it bought 
last year from Harrison 
Crosfield”. said Clyde Lewis 
of HSBC Securities. The pur- 
chase made the Meyer sub- 
sidiary Jewson, the biggest 
builders merchant in the 
UK, and was the first big 
step in an anticipated con- 
solidation of this fragmented 
business. Meyer paid a steep 
multiple of 0.75 times sales. 


NEW INTERNATIONAL BOND ISSUES 
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so analysts hope the results 
will provide a pay-back. A 
consensus from First Call 
suggests an underlying 
increase of 20 per cent, about 
£53.8m. 

• Granada Group may have 
some news on disposals 
when it announces interim 
figures. More disposals, fol- 
lowing the sale of the Savoy 
stake, may help the shares 
further after their 25 per 
cent outperformance since 
February. Analysts expect 
the company to report pre- 
tax profits of between £264m 
and £275m. up from £243m. 

• Scottish Hydro-Electric 
may have some details of 
any financial compensation 
to be received following the 
discovery of a fault at the 
station in Keadby, England. 
There should be confirma- 


tion that the project to 
replace the power station at 
Peterhead, which uses gas. 
will not be affected by the 
moratorium on new gas 
power stations. First Call 
suggests a pre-tax result of 
£21 5m. up from £200m. 

• Expro International, the 
oil services group that 
floated at 175p in 1995 and is 
now trading at about 590p a 
share, may have an update 
on prospects following its 
alliance to increase its pene- 
tration in the deepwater 
Gulf of Mexico. Analysts 
expect a pre-tax figure of 
about £23.6m (£17-8m). 


THURSDAY 

• Johnson Mathey is fore- 
cast to show a 12 per cent 
advance in full-year earn- 


ings, with pre-tax profits up 
from £108m to £122m. The 
second half has been chal- 
lenging for precious metals 
marketing and ceramics, but 
catalytic systems and semi- 
conductor packaging should 
have done weD. There are 
mixed expectations about 
the outlook for 1999: the 
Asian crisis has hit demand 
for platinum and semicon- 
ductor packaging, but prices 
and margins are holding up 
so far. The share price ral- 
lied recently on platinum 
price rises, but longer-term 
questions r emain about how 
much Asia will affect com- 
puter and platinum demand, 
and the outlook for the Intel 
Pentium n chip. 

FRIDAY 

• Results from London 


Clubs International are 
unlikely to be a big surprise 
because it issued a profits 
warning in April which high- 
lighted weak attendances by 
wealthy gamblers, particu- 
larly from Asia. 

The company may also 
have something to add to its 
opposition to the changes to 
gaming tax announced in 
the March Budget, which hit 
the company’s share price 
severely. 

BT Alex Brown forecasts 
a 22 per cent fall to £27.5m 
pre-tax. Jason Holden at the 
broker has told clients: 
“Once the market can re-fo- 
cus on the long-term attrac- 
tions of this business, a 
share price of 200p should 
provide a floor. However, 
until the continued negative 
newsflow washes out, sus- 
tained outperformance is 
unlikely." 
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Yen under pressure „ 


POUND SPOT FORWARD AGAINST THE POUND 


By Susanna Voyte 

The yen is expected to come 
under increased pressure 
this week with the markets 
increasingly sceptical that 
anyone is going to zlde to 
the rescue of the flagging 
Japanese currency. 

Hopes of a strong message 
in support of the yen from 
this week's meeting of the 
Group of Seven leading 
industrialised nations faded 
at the end of last week. 

Analysts said they thought 
the G7 deputies meeting in 
Paris would spend most of 
their time discussing nuclear 
proliferation in India and 
Pakistan and the economic 
troubles in Russia. Tbe 
two-day meeting is due to 
start tomorrow. 

Nick Parsons, at Paribas 
Capital Markets in London, 
said without any significant 
news on Japan from G7 the 
yen would come under fur- 
ther pressure. Japanese 
trade figures due this week, 
which are likely to show 
increased weakness in 
domestic demand, would 
exacerbate the trend. 


He said the dollar - which 
closed in London on Friday 
at Y139.56 - could reach 
$142.05. Meanwhile the 
D-Mark could rise above Y80, 
after Friday's close of Y78.71 
- with a double boost from 
the yen's weakness and 
any G7 help announced for 
Russia. 

“I find it difficult to see 
how tbe yen will be near the 
top of the G7 agenda at all," 
said Mr Parsons- 

Robin Marshall, at Chase 
in London, said the market 
thought the Bank of Japan 
would continue to pursue a 
policy "which can best be 
described as benign neglect”. 
In those circumstances it 
was very unlikely the G7 
meeting would produce any- 
thing that would change sen- 
timent over the yen. 

“Policy in Japan is para- 
lysed until tbe elections to 
the upper house on July 10," 
he said. "And to be honest 
it's not dear if there will be 
any change afterwards. In 
the absence of any sign of 
any strong resistance the 
market is pushing on an 
open door." 
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EQUITIES 


EURO PRICES 


Germans watch jobless totals 



By PUBp Coggan, 

Markets Etfitnr 


Events in Germany 
prove the centrepiece exT the 
European week. The Bundes- 
bank council meets on 
Wednesday and. while no 
rate rise is expected, the 
Bank of England showed last 

week that central banks like 
to surprise markets from 
tone to time. 

German politicians win he 
closely watching Tuesday’s 
release of unemployment 
numbers. The consensus 
forecast had been for a 20,000 
drop but on Friday Chancel- 


Brotap 300 GnroUoc 
Mb 


lor Helmut Kohl pointed to a 
220.000 unadjusted decline, 
which would translate into a 
hefty 70,000 seasonally 
adjusted faH 

After the first European 
Central Bank board meeting 
last week, the full 17-mem- 
ber council has its initial 
get-together this week. But 
the banker to whom Euro- 
pean markets win pay most 
attention wfll be Alan Green- 
span, the US Federal 
Reserve chairman, who is 
testifying to Congress on 
monetary policy and the eco- 
nomic outlook. 

European bourses ended 
the week in Sue form, 
helped by Wall Street Brus- 


sels, Frankfort and Paris all 

recorded new highs. 

The FTSE Eurotop 100 
index gained 52.77 or L9 per 
cent to 2.872.48 on Friday 
while the broader Eurotop 
300 index moved up 20.05 or 
3,6 pe r cent to 1.25L23. The 
FTSE Ebloc 100 index, con- 
fined to stocks from single 
currency member countries, 
rose 15.47 to 1.055JJ4. 

The prospect of buoyant 
corporate earnings growth is 
supporting the markets; 
IBES figures show that Ital- 
ian gaming * per share are 
expected to grow by 48 per 
rfrp t thre year and German 
eps by 22 per cent 

Volkswagen gained Ecu 


FTSE Actuaries Share Indices European series] 
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Syitthe&i Euro against the dollar 

S per euro 


20-50 to Ecu 786.71 on Friday 
after a vote of Vickers share- 
holders confirmed the sale of 
Rolls-Royce Motors to the 
German auto group- Ironi- 
cally, BMW shares rase Ecu 
40.10 to Ecu 1,005.53 in spite 
of its failure to gate control 
of the British luxury car- 
maker. 

The announcement that 
Astra was preparing to buy 
itself out of its US joint ven- 
ture with Merck helped the 
Swedish drugs group’s 
shares gain Ecu 150 to Ecu 
19.60 (m speculation it could 
take part in the restructur- 
ing of the pharmaceuticals 
sector. The sector gained 22 
per cent on the day. 
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At Credit Suisse Rrst Boston our placing power and multi-currency execution 
cap^jSties in the international debt markets have been long estabfched- Our clients rely on 
us for leadership and innovation in the developing euro market Whether it 
is for a debut issue, the longest ever issue or an innovative floating rate structure. Change 
means opportunity. 


CREDIT FIRST 
SUISSE BOSTON 


THE GREATER THE RESOURCES. THE GREATER THE POSSIBILITIES. 
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MONDAY 8 


fifth annfvereary of annulled presidenttel 

elections. 
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United front on drugs 


Heads of state including US president 
BNI Clinton and British prime minister 
Tony Blair attend a special three-day 
session of the United Nations general 
assembly in New York on haw to tackle 
the international drug problem. A draft 
declaration prepared for the meeting 
aims to cut drastically both illicit supply 
and demand for drugs within 10 years, 
with a programme that includes stronger 
controls on precursors, action on 
amphetamine-type stimulants, more 
judicial co-operation and an international 
approach to drug crop eradication 
strategies. The UN says worldwide heroin 
abuse has been increasing in recent 
years and there has been a big Jump in 
the use of “lifestyle" drugs such as 
ecstasy. 


Boris goes to Bonn 

Russian President Boris Yeltsin arrives in 
Bonn this evening, accompanied by 
seven government ministers, for talks 
tasting until Tuesday lunchtime with the 
German government at the first formal 
German-Russian “consultation". 
Chancellor Helmut Kohl will be looking, in 
particular, (or ways of using Russia's 
influence over Serbia to control the 
worsening conflict in Kosovo. But 
Russia's financial crisis - and possible 
German help in conjunction with the 
International Monetary Fund - is also 
high on the agenda. 


Net losses 



Smoking call 

, hc quMc health minister Tessa Jowefl 
■TSwnafcn- confe^jceon 
:%£ETJZd under the UK prwanqr 
Jsflurapear Union « the Cafe Rpyat 
i London. 



Successful formula 

Brooks sale of the TyrreJ Formula 1 
collection of care and related 
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Festival of Speed. Contact 0171 228 
6000. 


* 


randy « 

.f con fid* 


Holiday 

Philippines, Poland. Russia. 




SATURDAY 14 


v< 4= ‘ 




Trooping the colour 

The traditional mUftary parade and 
I trooping ot the colour to celebrate 
Queens Bizabeth's birthday is held on 
Horse Guards Parade In London. 


European Union fisheries ministers are 
expected to approve a ban on the use of 
drift nets on the high seas as part of 
efforts to protect dolphins. The 
prohibition is likely to be opposed by 
Italy and France, but the support of other 
nations is expected to be enough to 
provide a qualified majority. The ban is 
scheduled to come into effect in March 
2001. Fishermen will be offered various 
forms of aid as recompense. 


The linked Nations general assembly in New York holds a special session on the problem of drags today 


insurance products, on condition that 
Japan's life and non-life sectors are fully 
deregulated by July 1. This market Is 
currently dominated by foreign 
companies. The US has complained that 
Japan's efforts so far have been 
insufficient and Is likely to press for more 
complete liberalisation. 


Eurobank session 


The fuU policy-making council of the 
European Central Bank, comprising the 
board and the national central bank 
governors from within the euro area, 
meets in Frankfurt The board is 
expected to set its choice of monetary 
policy Instrument 


monetary affairs Christa Randzlo-Ptath 
and European Commissionere 
Yves-Thibauft de Silguy and Emma 
Bonlno are among the speakers. 


Reporting Britain, FT Exporter (European 
editions only}. 


Holidays 

Austria, Germany, Poland, Portugal, 
Brazil, Chile. 


Rugby Union 

Internationa) matches. Sydney: Australia 
v Scotland. Bloemfontein: South Africa v 
Ireland. 


FT Surveys 

World Energy Review, Business Books. 


FRIDAY 13 


Holiday 

Kyrgyzstan. 


Border mission 


View of Kosovo 


European Union foreign ministers 
meeting in Luxembourg will discuss the 
Kosovo crisis and are expected to adopt 
a common position, including 
implementation of the ban on any new 
investment in Serbia. 


Hyundai group founder Chung Ju-yung 
visits North Korea to deliver 500 head of 
cattle as part of a charitable donation to 
help relieve food shortages; Hyundai 


OECD meets on Russia 


FT Survey 

Spam. 
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Working Party III of the Organisation for 
Economic Co-operation and 
Development meets in Paris; deputies of 
the Group of Seven industrial nations are 
also likely to meet in fight of the OECD 
gathering to dscuss urgent issues such 
as Russia and currency movements. 


Holidays 

Bangladesh, Sri Lanka. 


SUNDAY 15 


Nuclear reaction 


WEDNESDAY 11 


Euro in the slot 


Holidays 


Cyprus, Argentina, Australia, Greece, 
Ukraine. 


plans to give 1,000 oxen to the straggling 
North and it is the first time either 
businessman or cattle have crossed the 
heavily guarded border. 


TUESDAY 10 


Insurance pact 

Japan and the US will hold talks in Tokyo 
to review the progress made in their 
1996 insurance agreement. Under the 
previous agreement, Japanese 
companies will be allowed after 2001 to 
enter the “third sector', covering all other 


Voices for charity 

Italian tenor Luciano Pavarotti joins the 
tour remaining Spice Girts, Stevie 
Wonder, Celine Dion, Jon Bon Jovi, and 
the Cons among other musical stars for 
a benefit concert In Modena, Italy, to aid 
a children's charity in war-tom Liberia; 
the concert's video and fflm of the event 
will be directed by American fflm director 
Spike Lee. 


The European Vending Association holds 
a conference in Brussels on "Euro and 
vending: challenges and solutions”; 
speakers include European 
Commissioner Yves-Thibault de Silguy 
and the agenda includes the methods of 
introduction of the euro; concerns and 
solutions for vending machine operators 
and how the new coinage can be 
successfully introduced. 


Capital ideas 

Kazakhstan, which declared Akmola as 
the country's new capital last December, 
now presaits it to foreign leaders, 
diplomats and investors; however, on 
May 6, Kazakhstan's president Nursultan 
Nazarbayev announced that Akmola will 
be renamed Astana, meaning “capital” in 
Kazakh. 


Foreign ministers of the world's eight 
leading industrialised countries meet in 
London to co-ordmate their approach to 
India and Pakistan following their recant 
series of nuclear tests; British foreign 
secretary Robin Cook hosts the meeting. 


Lebanese poll 

Final day of the first local elections in 
Lebanon for 35 years. The elections will 
not cover areas occupied by Israeli 
troops and their local militia allies in 
south Lebanon. 


Transition troubles 


The European Parliament holds a 
symposium in Brussels entitled “From 
Euro to Europe: What are the challenges 
of the Transitional Phase 1999-20027" 
European Parliament deputy and 
chairwoman of the subcommittee on 


Videla testimony 

Former Argentine military Junta leader 
Jorge Videla testifies In court In Buenos 
Aires on the fate of two left-wing guerrilla 
< leaders who disappeared shortly after the 
1976 coup. 


Island history 

The Philippines cetebtales the 100th 
armfversary of its declaration of 
independence from Spain. The 
declaration was premature: tile US, 
which went to war witii Spain in 1898, 
paid Madrid $20m for the Phflipplnes and 
went on to administer the Islands for 
nearly half a century. 


Cairo appeal 

| The Cairo high court starts hearing the 
appeal filed by the wife of Libyan former 
foreign minister Mansour KIkhia in 
connection with his alleged abduction In 
Cairo and murder in Libya. 


Arafat visits Rome 

Palestinian leader Yassfr Arafat visits 
Rome to meet Pope John Paul II, Italian 
prime minister Romano Procfl and 
president Oscar Luigi Scalfaro. 


Motor cycling 

Round seven of the world motor cycle 
road racing championships In the 125cc, 
250cc and 500cc classes Is held at 
Estoril, Spain. 


Greenspan looks forward 

Federal Reserve Chairman Alan 
Greenspan testifies on monetary policy 
and the outiook for the US economy 


Lagos protests 


Holiday 

Irai. 




Nigerian opposition groups plan protests 
against military rale to coincide with the 
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ECONOMIC DIARY 


Other economic news 


Statistics to be released this week 


Monday: Factory gate prices 
in the UK are expected to 
have fallen again last month 
to an annual rate of increase 
of 0.2 per cent. Core output 
price inflation is forecast to hit 
a new 30-year low. 

Tuesday: Industrial production 
in the UK and Germany can 
be contras led. with the 
release of data for April in 
both countries. Manufacturing 
is thought to have been weak 
in each dunng the month. The 
difference is that Germany's 
annual output is still growing 
faster than 4 per cent, while 
the UK's will probably remain 
in recession. 

Wednesday: Central bankers 
in action, with a speech by 
Alan Greenspan, chairman of 
the US Federal Reserve, and 
the minutes of the UK’s 
Monetary Policy Committee 
meeting m May published. 
Thursday: US retail sales 
could be substantially higher 
through strong spending on 
new cars. The median 
forecast is tor annual growth 
of 5.7 per cent. 

Friday: Euro-zone inflation 
prospects to be seen In May 
consumer price indices for 
France and Spain. Spain's 
annual figure of 2 per cent 
Ukoty to be double that of 
France (1 per cent). 


Dwy 

H sl w a rt Country 


Ecaooirtc 

Statute 


Day 

nataaaad Country 


Junes UK 


Japan 

Tuea Germany 


June9 Germany 
Germany 
Germany 
Germany 


Germany 
Germany 
Germany 
Germany 
Thurs Japan 


May producer price index input* 0.0% 
May producer price index input** -9,0% 
May producer price Index output* 0.1% 
May producer price Index output*" 1.0% 
May prod' priindx ax food/drink/tob** 03% 
May British Retafl Consortium survey 
May overall wholesale price index* 

May overall wholesale price Index- 
May domestic wholesale price i ndex** 

May urwnptoymentt pan Germany -20k 
May unemployment) west -15k 

May unenytoymentt east -5k 

Mar amp toymentt west 10k 

May vacanoest west 

Apr industrial production* 0.3% 

Apr industrial production” 0.4% 

Apr manufacturing output* 0.0% 

Apr manufacturing output” 0.4% 

Apr wholesale Inventories 
Apr wholesale safes 

Apr industrial production pan Germy -0.4% 
Apr manufacturing output pan Germany -0.09% 
Apr industrial production west* 

Apr industrial production east* 

Apr machinery orders ex etec' /’ships” 


Junell US 


Jim 12 US 


May reta2 sales 0.7% 

May retail sabs ex automobflea 0.4% 

May export price Index 
May import price Index 

May monthly Ml -67.2 

May monthly M2 SO» 

May monthly M3 ' 5224 

May consumer price index preF 05% 

May producer price Index 0.1% 

May producer price indx ex food/enatgy01% 


Apr buisnese Inventories 


US May Atlanta Fed index 109 

US June Michigan Sentiment prel*** 1005 1005 

During the week... • . • 

Germany May final cost of Cving* west 0.3% 

Germany May final cost of Siring” west -- 1.49& 

Germany May cost of Cving* pan Germany 0.3% - . 03% 

Germany May cost of Irving** pan Germany . 12% : 1.4% 

Germany Apr retaB sales, real notf” -1.3% U% 

Germany Apr retai sales, retft* ~-1A% ' . -05% 

Japan Apr current account flMF) notf v • YIJBtn 

Japan Apr bade balance gMR nott • . Vt-flitn ■ 

Japan Apr f o re i g n bond Investment -Y1.3&1 

Japan 01 gross domestic productf . -07% 

*rixxilhoninorth.‘^Mronyea,1»esW®iyatf>aKi Stafisfics, coirtesy Starring* Row's MUS. 


ACROSS 

1 Spring tide? (6) 

4 An example or batting posi- 
tion (Si 

9 Dictator in car waves back 
<61 

10 H is brought in to resist on 
the other side 18) 

12 Walkers or climbers, per- 
haps (8) 

13 Standard issue for a minis- 
ter lfif 

15 Staff officer has small 
house in London area (4) 

16 Quits the board, getting a 
fair settlement (6.4) 

19 Acts concerning gratuities 
1 10 ) 

21 Common complaint of 
many of advanced years (41 

23 Umpire misinterpreted foul 
to) 

25 Having the early turn can 
be tough tS) 

27 Very frightened. I take a 
short rest before I can reor- 
ganise (2.1 .5) 

28 Go off to find another part- 
ner (6) 

29 Well done! A fine perfor- 
mance (4,4) 

30 Adopt and raise MJSI 


DOWN 

) Vessels assigned to protect 
different sectors (7) 

2 Shipmates set off in this 
vessel (9) 

3 Supply with power? (6) 

5 Pinches drinks (4) 

6 Deceitful pair confronted 
(3-5) 

7 They're proverbially hard 
things to drive home (51 

8 Learnt the third movement 
with lasting result (7) 

It One may peg out playing it 
(7) 

14 The cutlery Is a mess (7) 

17 Free from blame (9) 

18 Arrested, perhaps, and 
recovered tyres (8) 

19 Taking the offensive is a 
help in the boxing arena (7) 

21 Excursion ending at night- 
fall (3,4) 

22 Anthea may be the personi- 
fication or wisdom (6) 

24 A plot to translate ancient 
Greek (S) 

26 Today's most popular 
writer? Vtt 



MONDAY PRIZE CROSSWORD 

No.9,702 Set by DANTE 


A magnum of Laurent Perrier Bose champagne for the Bret correct 
solution opened. This prize is available only to winners livin g in 
England, Scotland and Wales. Winners with overseas addresses wfll 
receive a stainless steel FT desk dock. Solutions by Thursday June 18, 
marked Monday Crossword 9,702 on the envelope, to the Financial 
Times, 1 Southwark Bridge, London SE1 9HL Solution on Monday June 
22. Please allow 28 days for delivery of prizes. 


Solution 9,690 


Winner of Puzzle No.9,690: i.W. Bollock, BiUericay, 
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Spain 

Unemployment and Basque troubles are the 
big blemishes on the country’s strong 
perfo rmance. David White reports 

Timely sense 
of confidence 


Jos6 Maria Aznar, Spain's 
prime minister, almost 
missed the photograph ses- 
sion at the end of the Brus- 
sels summit meeting last 
month which set the stage 
for the euro. 

Here, as he was saying the 
week before, was where 
Europe's 2lst century would 
begin. Spain's inclusion in 
the first group of countries 
to share the new currency 
was the single achievement 
on which he had pegged his 
political reputation. But he 
had a last-minute delay and 
only just made it into the 
edge of the picture with the 
assembled heads of govern- 
ment and ministers. 

It was a poignant detail, 
because the launch of the 
euro was one occasion when 
Spain could boast of having 
arrived on time, the first 
instance in post-war history 
of its being a founder-mem- 
ber of something really 
important. For once, it was 
not left behind. 

One of the received ideas 
about the Spanish, of course. 
Is that they are usually late. 
This is not just a matter of 
social customs, but can be 
applied to much of the 
nation's recent past 

Spain was late to indus- 
trialise, by the standards of 
most oT the rest of Europe, 
and then late to open up its 
economy. More recently, it 
has in many cases lagged in 
liberalising business sectors 
and tackling industrial prob- 
lems. And it was quite late 


(although not as late as 
Italy) In becoming a credible 
qualifier for the euro. 

The Spanish are not great 
preparers, but they are mas- 
ter improvisers. The coun- 
try's experience in its 12 
years in the European Union 
and its present mood or eco- 
nomic confidence - based on 

Economists 
believe Spain 
can now get 
balanced, 
sustained 
growth in 
output and 
jobs 

a magic combination of 
expansion and unprece- 
dented lour inflation - 
foster a general expectation 
that it will do well within 
the new single-currency 
market. 

Investment is strong and 
more is expected, now that 
uncertainty over euro mem- 
bership is over. The growth 
rate, according to Bank of 
Spain estimates for the first 
quarter, has reached 3.8 per 
cent. 

Many economists believe 
Spain can now get the kind 
of balanced, sustained 
growth in output and jobs 
that it failed to achieve in 


the early boom years of BU 
membership, with rates of 
over 3 per cent for several 
years to come. It should, 
they say, grow faster 
than the EU as a whole, 
thereby narrowing the 
gap in average income lev- 
els. 

But most companies are 
only beginning to come to 
terms with the challenges 
inh erent in the single cur- 
rency. 

Spain is having to wean 
itself off a long reliance on 
devaluation as a solution to 
problems of competitiveness. 
Its biggest customers are 
France and Germany, and 
since the early 1980s the 
peseta has lost almost a 
third of its value against 
the franc and more than 
half its value against the 
D-Mark. 

With a permanently fixed 
exchange relationship, the 
only adjustment option will 
be greater productivity. 
Business leaders are now 
constantly nagging Mr 
Aznar's centre-right govern- 
ment for faster reforms to 
help companies compete. 
They want it to tackle 
bureaucratic barriers, ser- 
vice-sector monopolies, 
social charges, and labour 
rules which, despite changes 
last year, they still consider 
a handicap. 

At the same time, business 
appears to be less geared up 
for the changeover than in 
other euro-zone countries. A 
survey by the Council of 


Chambers of Commerce 
found that a majority of 
Spanish companies planned 
to be using the euro before 
the peseta's phase-out in 
2002. But 72 per cent admit- 
ted they were not suffi- 
ciently well informed, 
79 per cent were uncertain 
how long the switch would 
take and S3 per cent 
had no idea what it would 

cost 

Monetary union has up to 
now been viewed primarily 
as a political objective, a sort 
of confirmation ceremony in 
the EU. part of the moderni- 
sation of Spain. Not that the 
euro arouses great popular 
enthusiasm, but Spaniards 
are ready to give up the 
peseta without so much as a 
whimper. 

In a private TV channel's 
dally satire slot, a puppet of 
Rodrigo Rato, the finance 
minister, opens the box con- 
taining Spain’s formula for 
euro qualification. Out 
comes a lot of smoke But 
there is also a free gift that 
comes with the euro, a 
cuckoo-clock, and when it 
strikes, a tiny Mr Aznar 
shoots out, chirping: 
“Spain's doing welL Spain’s 
doing well." 

Membership of the euro is 
an important factor in the 
prevailing mood of opti- 
mism. Apart from its direct 
economic impact - and 
Spaniards overwhelmingly 
believe they are better in 
than out - tt Is a psychologi- 
cal boost for a nation that 
has long suffered from isola- 
tion. 

Spain now belongs to 
everything its partners 
belong to. including the mili- 
tary side of Nato, which it 
stayed out of until last year. 
Felipe Gonz&Iez, Mr Aznar's 
statesmanlike Socialist pre- 
decessor, left him with a dif- 
ficult act to follow on the 
international stage, but the 
government has won credit 
in Brussels. 

It sees itself as having 
been Instrumental in ensur- 
ing a wide base for monetary 
union and overcoming the 
idea of a second tier of “Club 
Med” countries which would 
have had to wait to join. In 
the words of Cristobal Mon- 
toro, state secretary for the 
economy, the new currency 
is “a different kind of euro 
from the one there would 
have been if Spain had not 
qualified.” 

Feeling it has now estab- 
lished Spain's place as a, 

CONTINUED ON PAGE 2 
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POLITICS • by David White 


Aznar has grown 
to fit the part 


Second half of 
four-year term 
looks* set to be 
more testing for 
prime minister 


choice as figurehead in the partners would force him 
next election campaign. The into elections as they did 


second involves the regional with Mr Gonzalez. But the 
parties which have provided outlook has since ch a n ged. 


vita] support for Mr Aznar. For one thing, opinion 


but which have their own polls indicate that while the 
political agendas and elec- PP has cemented Its elec- 


toral timetables. 


toral support it has difficulty 


A newspaper cartoon after 
Spain's last general election 
showed a man with u neat 
moustache, his arm raised in 

a victory salute, but with 
barely his fingertips protrud- 
ing from his upheld sleeve. 

More Ulan two years later, 
past the half-way point of his 
term in office, the 45-yea r-oid 
Jose Maria Aznar fits the 
prime ministerial clothes 
much better than he seemed 
to at the outset. 

Displaying increasing ease 
and confidence in the job. lie 
can already claim a record in 
democratic Spain for keep- 
ing the same "overnment 
team together, without 
changing a single state sec- 
retary. He has achieved his 
main aim of ensuring 
Spain's place in European 
monetary currency, and pre- 
sided over a strong economic 
recovery, with improved job 
prospects, record low infla- 
tion and cheap mortgages. 

With little effective opposi- 
tion from the defeated 
Socialists, still disoriented 
after more than 13 years in 
power under Felipe Gonz- 
alez. Mr Aznar's centre-right 
Popular party iPPl has 
looked increasingly comfort- 
able and oven smug. 

But the second half of Mr 
Aznar's term will be much 
more pol ideally testing, on 
two fronts. The first involves 
a revived challenge on the 
left, with a wave of popular 
hacking behind Jose Borrell. 
the Socialists' unexpected 


The immediate aftermath extending it Continuing to 


of his election victory was 
messy. With a narrower 
advantage than opinion polls 


lag well behind the Socialists 
in Spain’s two most popu- 
lous regions, Andalucia and 


and his own advisers had Catalonia, it cannot easily 
suggested, and 20 seats short aspire to an outright single- 


of an absolute majority, the part)’ majority. At the same 
PP was obliged to negotiate time, its informal parliamen- 


pacts with the same regional tary alliance has been 
forces that until not long looking remarkably solid. 


Although frictions with the 
Immpdiate two most powerful regianal- 

ly-based parties - in Catalo- 
aftermath of nia and the Basque country 
- are never far beneath the 
election victory surface, they have backed 
. the government fully in its 
was meSSy, Wltn efforts to liberalise and 
adjust Spain to the demands 
a narrower of monetary' union. 

. t _ __ UotO recently, the Social- 
advantage than ists appeared to be resigning 
__ll„ themselves to a long period 

polls suggested m the poutical wilderness. 

The part)’ was badly dam- 
before had been supporting aged by corruption scandals 



World stage: Jos6 Maria Aznar (centre) and King Juan Carlos (right) greet BrazSan president Fernando H antique Cardosa In AprB 


tbe previous Socialist gov- in the last part of the Gov- 
ernment. For a party whose alez administration, and is 


supporters on election night still awaiting court verdicts 


were chanting insults 
against the Catalan leader 
Jordi Pujol, it required some- 
thing of a contortionist act 
for it to portray itself as a 
champion of devolution, and 
strike deals on regional 
funding and administrative 
responsibilities. 


to determine responsibilities 
in the so-called Gal case - 
the anti-terrorist “dirty war'' 
waged in the 1980s. 

But Mr Borrell's ligh tning 
campaign to seize the party's 
nomination as candidate for 
prime minister has resusci- 
tated Socialist hopes. He is 


seemed doubtful effectively the third leader 


whether Mr Aznar would 
complete a four-year term. 
Either, observers thought. 


the party has had in a year, 
following Mr Gonzalez’s sur- 
prise withdrawal last June 


he would call an early elec- and his replacement by a 
tion to try for an outright close associate, Joaquin 


majority and leave himself Almunia, as Socialist sec- 
unencumbered by regional retary-general. 


partners, or else the regional Looking to emulate their 


French counterparts under 
Lionel Jospin, tbe Socialists 
have already borrowed a few 
pages from the French book, 
including tbe aim of a 35- 
hour working week. 

The next general election 
looks likely to centre on the 
Issue of social spending, 
between an opposition seek- 
ing a reinforced welfare sys- 
tem and a tax-cutting gov- 
ernment. Income tax 
reductions, promised by the 
PP last time around, are due 
to take effect in revised form 
next year. 

But by then Spain will 
have embarked on a series of 
political contests - in the 
Basque country this Octo- 
ber, Catalonia next spring or 


autumn, and mid-year elec- 
tions for municipal councils, 
most of the other regions 
and the European parlia- 
ment - which will set the 
stage for the general elec- 
tion. 

The main regional battles 
affect the power bases of the 
parties the government 
relies on for its parliamen- 
tary majority. With 156 of 
the 350 seats in the S panish 
lower house, the PP needs 
the support of the main Cat- 
alan party (16 seats) and 
either the main Basque 
party (5 seats) or the main 
Canary Islands coalition (4 
seats) for a majority. It could 
be a tough period for rela- 
tions with these partners. Mr 


Pujol, who can call elections 
in Catalonia when he wants, 
has an interest in keeping 
them separate from other 
ballot contests. The Social- 
ists. his main opponents, 
have always found it easier 
mobilising people in Catalo- 
nia to vote in national-scale 
elections rather than for the 
regional parliament - and 
probably more so now, with 
the Catalan Mr Borrell head- 
ing the party. 

The election series will 
also be a tactical testing- 
ground for the left Unlike 
their counterparts in France 
and Italy, Spain's Socialists 
have kept a wary distance 
from the Communists, who. 
at the head of the United 


Left OU) coalition, are the 
third party in parliament 
An offer launched by the 
Socialists last year to form a 
“common cause of the left” 
has focused on splinter 
groups that have been 
excluded from IU ranks. 
With Mr Borrell's emergence 
as the Socialists' premier- 
ship challenger, Mr Anguita 
appears much keener to seek 
an electoral pact His coali- 
tion improved its vote to 
more than 10 per cent in the 
last election, but has since 
lost ground with its internal 
purges of dissident factions. 
Mr Borrell. bringing a more 
strident tone to the Socialist 
party, is dearly counting on 
capturing extra support on 


PROFILE 


Jose Borrell 


ECONOMY • by Tom Bums 


Maverick of the left 


A kind of electric jolt went through 
Spanish politics when Jose Borrell 
won tbe Socialist vote to head the 
party's next general election 
campaign and stand as its 
candidate for prime minister. 

In one swift, opportunistic move. 
Mr Borrell upset the party 
hierarchy and seized an 
against-the-odds victory in a 
"primary” contest on April 24. his 
olst birthday. The momentum of 
bis campaign brought with it a 
sense of excitement on tbe Spanish 
left. But for many Socialists as well 
as conservatives, it also brought a 
whiff of danger. 

Here, on the one band, was an 
attractive new figurehead, a stylish 
and incisive speaker and natural 
television performer, able to stir up 
popular enthusiasm. But at the 
some Lime, here was an outsider, a 
one-man show, still a largely 
unknown quantity in many 
respects, untried in foreign affairs, 
set on breaking away from the 
party's recent past, capable of 
provoking antipathy almost as 
easily as acclamation, 

l : ntll his victory, the party 
remained dominated by the shadow 
of Felipe Gonzalez, the leader who 
headed it for 23 years, through 
Spain's transition to democracy 
and four terms in government. 
When Mr Gnnralo/ made his 
surprise decision to stand down as 
secretary-general a year ago. the 
party turned tu a dose ally to 
replace him. the reliable and 
moderate Joaquin Almunia. 

The idea of holding "primaries" 
was meant In rally support behind 
Mr Alraunlit. but it boomer an god 
against him. Mr Burrell won the 
randidary vole by 35 per cent to -13. 
The outcome means Mr Almunia 
has to share an uncomfortable 
double act, heading the party itself 
while Ihc "candidate” lakes tbe 
role of opposition leader in 
parliament. 

. Mr Borrell counted on strong 
backing among the .Socialist 
rank-and-file, even though Mr 
Almunia had \ irtiuliy unanimous 
support from the rest of the party's 



Opportunistic move: Jos* Barrett after his election 


executive committee, as well as 
from Dir Gonzdlcz. Public works, 
transport and environment 
minister in the last five years of the 
Gonzalez administration. Mr 
Borrell has always been a political 
loner. He admits to not being an 
easy person. Critics find him 
conceited and opinionated. He has a 
reputation as a French-style 
dirigiste, a centralist and a big 
spender. His projects as minister 
included an un implemented 
master-plan for solving Spain's 
cyclical water shortages which was 
expected to cost S30bn. 


A firm believer in the welfare 
state and the role of the public 
sector, he argues for a "European 
model” of social protection rather 
than an “Anglo-Saxon model", 
rejecting what he calls "the 
fatalism of the market”. 

His popular appeal is based on a 
mix of physical presence, a clear 
belief in his own mission and a 
strong note of idealism. "Nobody 
can build a political project on a 
GDP growth rate,” he said in an 
Interview with the party newspaper 
E! Socialism. "Nobody falls hi love 
with an inflation rate.” 


In another interview, he declared: 
"I am not an adventurer, but there 
is nothing worthwhile in life that 
does not involve some risk.” 
However, he said his experience 
serving nnder Mr Gonzdlez gave 
him "a dose of common sense.” 

From a modest background , Mr 
Borrell studied on scholarships to 
qualify as an aeronautical engineer, 
then an economist He went to an 
Israeli kibbutz where he met his 
French wife, did postgraduate 
studies in Paris and Stanford, 
California, and Joined the Socialist 
party on his return to Spain in 
1975, when the Franco regime was 
near Us end. 

When the Socialists won power in 
1982, he became budget director 
and later state secretary for finance 

- earning a certain notoriety by 
hounding show-business stars for 
taxes - before entering the cabinet 
in 1991. 

He raises bristles in other parties, 
especially the regtonalists who 
have held the balance of power in 
the last two Spanish parliaments. 
The main Basque party, the PNV, 
on the whole more at ease with the 
Socialists than with tbe 
centre-right Popular party now in 
power, says it "always had 
problems” with Mr BoirelL Ifraki 
Anasagasti, leader of the Basque 
parliamentary group in Madrid, has 
dismissed Mr Borrell’s political 
principles as "old ideas, from 
1789”. 

A Catalan himself - he is known 
indiscriminately by either tbe 
Spanish version of his first name, 
Jos*, or the Catalan version, Josep 

- .Mr Borrell is no friend of Catalan 
nationalists. His stint as minister 
brought him into conflict with 
Jordi Pujol, Catalonia's powerful 
regional president 

It is usually co nsid e r ed in Spain 
that coming from Catalonia is a 
serious barrier for an electoral 
candidate in the rest of the country, 
because of prejudice against the 
Catalans' reputed arrogance. 
Curiously, considering that 
Catalonia is Spain's most developed 
region, the nation has not had a 
Catalan head of government since 
the 1870s. But Mr Borrell intends to 
become the exception to the rule. 


Home truths 


- overseas 


opportunities 


Opening of 
domestic markets 
brings big boost 
to prosperity and 
confidence 


David White 


Timely sense of confidence 


CONTINUED FROM PAGE 1 


in the pithy words of one 
senior official, "Mediterra- 
nean. ma non trnppo" - it 
has begun acting in a more 
muscular way in Brussels. It 
is anxious to prevent the 
nest phase . of EU expansion 
from undermining the cur- 
rent system of financial 
transfers, of which Spain is 
the biggest beneficiary. 

The spate of economic 
good news has made Mr 
Aznar's minority Popular 
party administration look 
increasingly comfortable, 
and much better placed to 
win a second term than 


appeared to be the case 
when it was elected just over 
two years ago. But his gov- 
eminent. sometimes 
high-handed and sectarian in 
its behavfour, has difficulty 
widening its electoral sup- 
port. And Mr Aznar's politi- 
cal reflexes will now be put 
to the test by the emergence 
of a new. articulate and com- 
bative Socialist opponent, 
former public works mins- 
ter Jose Borrell. 

A recent survey indicated 
Spaniards Teel more posi- 
tively about the economy 
than at any time since 
democracy was restored in 
the 1970s - a sentiment Mr 


Aznar aims to bolster by 
delivering across-the-board 
income tax cuts next year. 

But unemployment, the 
highest among EU countries, 
continues to be a blemish cm 
Spain's economic perfor- 
mance. The official rate, 
although lower now than at 
any time since 1992. remains 
close to 20 per cent Some 
studies suggest the truth 
may be more - Uke 13 per 
cent, but ft is stiB h if fti - Jobs 
are now being created in 
Spain far faster than in the 
EU as a whole, a net 
increase of 400,000 a year. 
But then the country still 
has a lot of people to bring 


on to the labour market 
Official figures for the end of 
last year show a participa- 
tion rate among over-j6s of 
50 per cent, significantly 
below levels in . the rest of 
the EU. For women, the rate 
was 38 per cent 
The other big scar that has 
failed to heal in Spain is 
Basque -terrorism. Yesterday 
marked a grim anniversary 
- the Eta separatist organi- 
sation’s first assamrina tlnn in 
1968. Although nowhere near 
peak levels, fatal attacks 
have been running at about 
one a month in the last few 
years, and Eta has found a 
way of gaining maximum 


impact by targeting local 
Popular party politicians. 
The government, not believ- 
ing Northern Ireland-style 
negotiations are applicable, 
is concentrating on frying to 

isolate Eta and arrest its 
remaining members. But 
there is no consensus 
between the main national 
parties and Basque regional 
parties about how to deal 
with the problem. After 30 
years - through the end of 
the Franco regime, the 
installation of democracy 
and the development of 
regional self-rule - it is not 
clear that it is anywhere 
□ear being overcome. 


Cristobal Montoro, an 
academic turned politician 
who was appointed secretary 
of state for the economy 
when the Popular party won 
power two years ago, knows 
extremely well what every 
student of contemporary 
Spain has learnt over the 
years. “Every time that the 
country opens itself up the 
to international markets, the 
domestic economy takes a 
very important step for- 
ward," he told a group of 
corporate finance executives 
at a recent meeting in Mad- 
rid. 

The Spanish economy 
' made a quantum leap 
towards prosperity in 1959 
when the Franco regime 
loosened qmport controls. 
Domestic ’productivity rose 
.significant*^. When a prefer- 
viential r^peinjent with the 
.Commce^Mra^^'wds reigned 
tin l9TOi;Atu&axkuud GDP 
gro^i^cJeier^^ torn 3.2 
per ‘Qjhfc'Jn iSw£: the year 
, that. Spain, joined Euro- 

■; -. pean Eqjtjnmic Ccfcjm unity. 

fito 5.§jj|e]r £ent 12 months, 

"f^^^Mpntoro was making 
the point that the peseta's 
inclusion in tbe European 
Union's single currency 
opened "a new horizon 
of development and wealth". 

By "new” he meant that 
u n l ik e previous growth peri- 
ods, that were fuelled by 
external s timuli, Spain was 
now locked into a sustain- 
able low inflation amt low 
Interest rate environment 
that removed the danger of a 
boom and bust cycle. 

The bottom line of his 
upbeat message was that 
Spain could "have the stron- 
gest balance of payments in 
the euro". Coming from any- 
one other than the thought- 
ful Mr Montoro this would 
have passed as jingoism. But 
the secretary of state is not a 
boastful politician. 

Those listening to him 
tended to agree, for business 
confidence in Spain is 
running very high at pres- 
ent 

Now that Spain has passed 
the Emu threshold, two fea- 
tures of the domestic econ- 
omy help to explain such 
optimism. Both features are 
new. 

Hie first is the manner in 
which Spanish corporations 


have reinvented themselves 
as multinationals. 

The second is the way in 
which household savings, 
which have significantly 
increased in volume, have 
switched to equity invest- 
ments. 

The development of these 
twin trends is underpinned 
by what is arguably the 
greatest change of all. 
Financing economic growth 
has become very cheap, vir- 
tually overnight, and this is 
the factor, above all others, 
that is fuelling the 
confidence that Mr Montoro 
both expresses and encoun- 
ters. 

The Bank of Spain's inter- 
vention rate has fallen by 
five points since 1995 to 4.25 
per cent, and the peseta’s 
long bond spread against 
the D-Mark has shrunk from 
400 points in the past two 
years, to 16 at the latest 
count. 

With year-on-year inflation 
holding steady- at around 2 
per cent domestic business 
can take on challenges that 
were previously denied to it. 
Simultaneously a high., and 
growing, proportion of 
household savings has 
turned away from fixed 
income instruments, which 
lower interest rates have 
now made unprofitable, and 
been Invested in the. produc- 
tive economy, 

When Endesa, the power 
group, launched the registra- 
tion period for the final 
phase of its privatisation at 
the end of last month it did 
it in style, consciously aping 
Wall Street. The classical 
facade of Madrid's Bolsa 
looked like an expensively 
wrapped gift, for its Doric 
columns were bedecked in 
Endesa's blue and grey cor- 
porate colours. The unprece- 
dented hype was fully justj. 
fied- because the 
record-breaking sell-off was 
worth some J7.7bn, one and 
a half times the size of an 
offering of Endesa shares 
last October which itself set 
a benchmark for Spain's cap- 
ital markets. 

F Dta disposal of the power 
group capped a 15-month pri- 
vatisation drive by the cen- 
tre-right government, and 
represented a paradigm of 
what has occurred in the 
domestic economy under the 
rule of Jose Maria Aznar's 
Popular party. 

On the opening day of the 
Endesa sale the volume of 
bids registered by individual 
savers, who had been 
allocated a minhniirq tq p^ r 
cent of the offer, matched 


the entire value of the dis- 
posal. 

There is a clear back- 
ground to such demand 
because a quiet revolution 
has taken place that has 
turned Spain into a share- 
holder society. 

When Telefonica, the 
natioual telecoms operator, 
was privatised, in February 
1997. 66 per cent of the 
S4.3bn offer was placed 
among individual Spanish 
investors. 

• In the same vein, 63 per 
cent of Argentina's $2-3bn 
disposal in February this 
year was routed to domestic 
small savers, as was 71 per 
cent of the $2J2bn April pri- 
vatisation of Tabacalera, the 
tobacco manufacturer and 
distributor. 

It is reckoned that 25 per 
cent of households use part 
of their savings to acquire 
stock on the Bolsa. In a suc- 
cession of IPO’s over the 
past two years, and not 
counting the huge final offer 
of Endesa equity, individual 
Spanish investors have 
acquired around 500m 
shares, worth some $9.6bn. 

Endesa, formerly a govern- 
ment-owned electricity dis- 
tributor serving a tightly 
regulated market, usefully 
exemplifies the new muscle 
of the domestic economy. It 
has diversified Its business, 
to the point that it now 
styles itself a multi-utility 
corporation, and has aggres- 
sively expanded into Latin 
America, the favoured 
stamping- ground of Spain's 
larger companies. 

Endesa plans to step up its 
geographical diversification 
with investments, chiefly in 
Latin America, totalling 

$2.6bn through to 2002. That , 
will lift its earnings outside 
Spain to 20 per cent of attrib- 
utable Det profit, up from 6 
per cent at present. A fur- 
ther $ibn will be invested to 
diversify into the co-genera- 
tion business, th e gps indus- 
try and the telecommunica- 
tions and water management 
sectors, and earnings from 
non-electricity business 
units will represent 10 per 
cent of current net profits 
within four years. 

A range of other Spanish 
companies, particularly 
recen tly privatised ones 
such as Repsol, Telefonica 
and Tabacalera. have out- 
lined similar growth ambi- 
tions. What is wholly new on 
the Spain's economic land- 
scape is that domestic busi- * 
ness is now exporting capital 
in addition to goods and ser- 
vices. 




ciS'S-* 




state 

V 


, ot ten; 


the left, rather than concen- 
trating efforts on regaining 
centrist voters from the PP. 

The way Spain's propor- 
tional electoral system 
works, the single parties 
with the biggest shares of 
the vote get even bigger 
shares of the seats. The PP’s 
victory was possible because 
there was no other party on 
the right contesting the elec- 
tion countrywide. The vote 
of the left, divided between 
Socialists and Communists, 
was in fact mare - 48 per 
cent - than the combined 
vote of the PP and its cur- 
rent regional allies. For both 
Mr Aznar and Mr Borrell. 
that is a tantalising piece of 
arithmetic. 
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THE BASQUE PROBLEM ■ by David White 

Madrid’s tough 
stance heightens 
state of tension 



Bomb-and-bullet 
campaign, 
continues to 
distort the 
political scene 

A recent survey by the 
authorities of Spain's Basque 
region found that 47 per cent 
of the population felt more 
Basque than Spanish, includ- 
ing 32 per cent who regarded 
themselves only as Basques. 
This compared with 10 per 
cent who considered them- 
selves as primarily or solely 
Spanish. 

Twenty-two per cent or 
respondents in the region 
said they favoured indepen- 
dence; a further 35 per cent 
said it would depend on the 
circumstances; 25 per cent 
were against. 

After more than IS years 
of self-government in the 
Basque country - three 
small northern provinces 
with a population or just 
over 2m - the issue of its 
status with respect to the 
rest of Spain remains a 
source of tension, disturb- 
ingly highlighted by an 
unending terrorist conflict. 

The bomb-and-bullet cam- 
paign which the Eta separat- 
ist group began in the late 
196Qs. during Spam's Franco 
dictatorship, distorts the 
whole Basque political 
scene. The moderate Basque 
Nationalist Party <PNV>. 
which heads the regional 
government, is often seen by 
its rivals as using Eta's con- 
tinuing activity as leverage 
for furthering Us own 
demands. 

In contrast with 1% par- 
ties over Northern Ireland. 
Spain now lucks a consensus 
over the handling of Basque 
terrorism. Divisions have 
been getting worse in the 
run-up to regional elections 
on October 25. 

While the PNV is expected 
to hold its leading position, 
the various nationalist par- 
ties might for the first time 


cease to make up a com- 
bined majority in the 
regional parliament. The 
conservatives of the Popular 
party (PP), now in govern- 
ment in Madrid, have until 
recently been marginalised 
in the Basque country. But. 
with a clutch of young candi- 
dates, they are rivalling the 
Socialists, up to now the sec- 
ond political force and part 
of the PNV-led coalition gov- 
ernment. 

In recent months. Eta has 
made the PP its prime tar- 
get. with a series of attacks 
on local councillors. Public 
shock over the first of this 
latest series of killings - the 
execution of kidnap victim 
Miguel Angel Blanco last 



Masked police officer after an 
Eta bombing in Apr! 


July - brought millions on 
to the streets throughout 
Spain in a spontaneous civic 
movement to repudiate the 
terrorists. Repeated on each 
occasion, the silent demon- 
strations. the showing of 
whitened hands, the protest 
banners paraded through 
Basque towns with slogans 
such as “Bakea behar duga" 
(“We need peace." in the 
Basque language), have 
become familiar images. But 
they have no apparent effect 
on Eta. evidently more 
intent on impact and provo- 
cation than on winning 


friends or admirers. 

The attacks have widened 
the divergence among politi- 
cians about whether to try to 
negotiate a peace plan. The 
PNV argues tbe case for 
keeping a negotiating option 
open. But the mood outside 
the Basque country is 
clearly against any move 
which might imply a conces- 
sion to Eta and its allies. 
The government, with 
increasing conviction, has 
opposed holding any con- 
tacts with Eta leaders or 
their allies in the radical 
party Herri Batasuna. 

Jose Maria Aznar, Spanish 
prime minister, stirred mat- 
ters up earlier this month 
with a speech dismissing HB 
as “trash" and “Eta slaves". 
He declared: “Eta and HB 
will all end in jail." He said 
there was nothing to talk 
about with tbe party, which 
recently appointed a new 
leadership after Spain’s 
supreme court jailed its 23 
top members over an elec- 
toral video film. 

The Aznar administra- 
tion’s tough stance has 
increased friction with the 
PNV. one of the regional par- 
ties which has so Car helped 
to give it a working majority 
in Lhe Spanish parliament, 
under a deal two years ago 
which included concessions 
for tbe Basque government. 

The April peace agreement 
in Northern Ireland revived 
the negotiation Issue in the 
Basque country. But the 
Madrid government has 
argued there is nothing in 
common between the two 
situations except terrorism. 

Apart from the absence of 
sectarian confrontation, and 
the distinct political circum- 
stances, there is an impor- 
tant difference in that the 
Basque radical movement 
has no counterpart to Gerry 
Adams, the president of Sinn 
F6ln. carrying sufficient 
weight in the separatist 
camp to be a credible negoti- 
ator. Spanish officials do not 
believe, in any case, that Eta 


is seriously interested in 
ending hostilities. 

Jose Antonio Ardanza, the 
region's outgoing PNV presi- 
dent, tried unsuccessfully in 
March to secure an inter- 
party agreement to prepare a 
possible path for negotiation. 
His initiative was aimed at 
reviving a pact reached 10 
years ago which foresaw the 
possibility of “a discussed 
end to violence". He ruled 
out dealing with Eta but pro- 
posed bringing HB into talks 
with other parties repre- 
sented in the Basque region, 
stipulating, that the- Madrid 


government should agree to 
abide by any deal they came 
to. Hie plan split the politi- 
cal field into two camps, 
with all the specifically 
Basque parties and the Com- 
munists in favour, and both 
the PP and the Socialists 
against 

The spectacle of disunity 
in the political arena has 
been mirrored in the secu- 
rity sphere, with embarrass- 
ing outbreaks of squabbling 
between the region’s 
Ertzaintza police - one of 
the symbols of recent 
Basque autonomy - and 


other police forces. 

Basque nationalist leaders 
complain of a lack of under- 
standing between them and 
Madrid. They argue that Eta 
terrorism is based on a polit- 
ical conflict and that while 
Spain's previous Socialist 
government recognised this, 
tiie present administration 
appears convinced, that the 
violence can be endbd by 
police means alone. 

Eta's capability has cer- 
tainly been reduced by 
arrests both in Spain and 
across tbe border in France. 
With about 500 m emb ers in 


jail and few dozen hardcore 
activists. Eta cannot sustain 
the kind of heavy campaign 
it waged in the early 1980s. 
But it still has the means for 
intermittent attacks. One 
leading Basque politician 
compared Eta to the Hydra 
of Greek myth, growing a 
hew head every time one is 
cut off. 

Basque extremists have 
also found another means of 
keeping the temperature up, 
by mobilising young Eta 
supporters in street ram- 
pages and arson attacks - 
highly organised groups. 


sometimes able to take over 
whale districts. 

HB. meanwhile, continues 
to enjoy strong minority sup- 
port. Since last summer, 
other parties have tried to 
isolate it, deposing HB may- 
ors in some of its main bas- 
tions. Hie party is expected 
to lose some ground in the 
October election. Four years 
ago. it failed to match its 
previous 18 per cent peak. 
But it still captured 16 per 
cent of the vote, and Basque 
leaders do not see it disap- 
pearing rapidly from the 
scene. 
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PUBLIC SECTOR • by David White 


When 

Government has 
arrived at the 
hard bit of its 
three-stage plan 
for privatisations 

In the coalmining valleys of 
spam's northern Asturias 
region, the pithead machin- 
ery continues to turn at a 
doren state-owned mines. 
They produce a poor coal 
that nobody really wants, 
extracted at hi?h cost for a 
company that hti* never 
made a profit and never 
expects to do so. 

Here the inefficiencies of 
subsidised state industry 
reach an extreme. But it is 
also here that the industrial 
support system is likely to 
persist lon.4 after it has been 
dismantled elsewhere. 

In these grim mining com 
m unities and the shipbuild- 
ing ports of tlie north and 
south of Spain, the brave 
nett world of the fre»* market 
and private enterprise meets 
its frontiers. 

.loscp Pique, the industry 
minister brought into the 
centre-right government 
from the private sector two 
years ago. has had to recon- 
cile himself to subsidies that 
he op.cv described as "a bibli- 
cal curie". Coal aid is set to 
continue well into the next 
century, with the Uireat of 
closure staved off Tor politi- 
cal and social rea-ons. 

Asturias, with a rebellious 

left win ■ history- is a recent 
ci inquest of Spain's ruling 
Popular party, which now 
runs the regional govern- 
ment. The region has been 
bativr'i! by a succession of 
crises cvstsrjsJ 33,000 jobs in 
state cki! and steel compa- 
nies since the 1970s. 

The «u\ eminent .reached a 
settlement with miners' 
unions Iasi i«rtr on a grad- 
ual run-down. The part deal- 
ing with the nationalised 
mine.-. - the main company 
Hunosa and its sister Kiga- 
n?du roliiery - was chal- 
lenged by tbe European 
Commission, wanting deeper 
cuts. Over the years, the 
group has already cut its 
Workforce by two thirds to 
loss than UM.*W and closed 
half its mines. But it still 
provides 40 per cent of coal- 
mining lobs, fur only l-l per 
cent of production. 

After a bitter unp-mnnth 
strike over tin- new year, tin- 
government settled on an 
adjusted tle.il that .uidiii 3t» 


going gets tough 


voluntary redundancies. But 
it kept plans for new hirings 
to offset early retirements, 
promising to maintain a 
workforce of at least 8.500 at 
the end of 2001, and keeping 
open all the remain mg deep 
pits where there is still coal 
to be mined. 

Formed to rescue the 
region's principal collieries 
31 years ago. Hunosa has 
made nothing but losses. 
Last year these were still 
more tlian the value of its 
sales, at over Pta-JObn. Its 
production costs roughly six 
times the price of imported 
Australian coal. 

Overall employment in the 
coal industry has been 
halved since 1982 to 24.WJ0. 
But the sector remains 


wholly dependent on finan- 
cial support, partly through 
a 5 per cent tax on electricity 
bills Its production all goes 
to Spanish power stations. 
Total support last year, 
accord in, r to guvcniraent fig- 
ure's. worked nut at PiaSm 
per employee, more than 
twice the average mining 
wage. 

At Scpi. the sm eminent's 
industrial holding company, 
the plan is that Hunosa 
should be the only interest it 
has left in awi. Exception- 
ally. it continues tu receive 
direct budget subsidies. The 
restructuring of other prob- 
lem rrmpatlies is financed 
through privatisation reve- 
nues collected by Scpi us it 
sells its holdings. 

Since coating to power in 
19%'. the government has 
privatised whole companies 
and minority shareholdings 
worth some Pta-LQQObn. 
including the final sale of 
shares, in the power group 
Endesa, now under way in 
the country's biggest privati- 
sation operation. 

The previous Socialist 


administration began sell- 
offs in the mid-1980s, but 
this is the nearest Spain has 
come to a comprehensive 
approach to dealing with its 
accumulated state interests. 

State enterprise in Spain 
started in sectors such as oil 
in the 1920s. It expanded in 
the early years of General 
Franco's dictatorship with 
initiatives to build up power, 
steel and other basic indus- 
tries through an Italian-style 
national industrial author- 
ity. INI. From the 1960s it 
took on an additional role as 
a hospital for crisis-hit com- 
panies. 

Mr Pique set out a three- 
stage plan for privatising 
everything that could be pri- 
vatised within the present 


government's four-year 
term, and at least reducing 
losses at other companies. 
The only interests omitted 
from his list were the rail- 
ways, state broadcasting, the 
national news agency and 
nuclear waste management 
The first part has been the 
easiest - completing the pri- 
vatisation of large and prof- 
itable companies in telecom- 
munications. electricity, oil, 
gas. banking and tobacco. It 
is now getting to the hard 
biu 

A second batch or compa- 
nies needed "consolidating" 
before they could be trans- 
ferred to private hands. 
Thefie included Iberia, the 
national airline, which had 
been rescued from the verge 
of bankruptcy, it is now 
being privatised in stages 
through international part- 
ners. Spanish corporate 
shareholders and the stock 
market. 

The remaining state steel- 
mills - survivors or a 
belated reconversion in the 
1980s that cost Spain 
Ptal,400bn and reduced the 


workforce by over 70 per 
cent - were promoted from 
the lame- luck category, 
rebaptised under the name 
Aceralia and successfully 
floated late last year after 
the sale of a controlling 
stake to Arbed of Luxem- 
bourg. Alcoa of the US 
bought Spain’s lnespal alu- 
minium company in a $410m 
deal finalised earlier this 
year. The government has 
started negotiating the sale 
of its troubled Babcock & 
Wilcox Espafiola capital 
goods producer with Nor- 
way’s Kvaeroer. 

On the privatisation list 
are aerospace builder Casa, 
the Spanish partner m Air- 
bus and Eurofighler. pend- 
ing its European partners' 
reorganisation plans for the 
industry, and electronics 
company Indra. linked tu 
Franco's Thomson group. 

Tougher questions sur- 
round the future of arms 
group Santa Barbara and 
military shipbuilder Bazun, 
heavily dependent on Span- 
ish procurement pro- 
grammes for tanks, frigates 
and submarines. A S2bn pro- 
gramme for building Ger- 
man -design tanks provides a 
lifeline for Santa Barbara's 
armoured vehicles division. 
But the government, which 
has been talking with 
Kran&s-Mnffei and Rheinme- 
tall. is looking for a way of 
hiving off more than this 
one part of the group. 

At Spain's commercial 
shipyards, unions are brac- 
ing themselves for another 
struggle. Employment, 28,000 
in the early 1980s. is already 
due to come down to W)00 
this year. It would have been 
less, but a violent conflict 
three years ago succeeded in 
keeping all eight yards open, 
under a revised cutback 
plan. 

Under a state aid deal with 
Brussels, the Aslilleros 

Es pa holes shipyards were 
supposed to pay their own 
way from this year. But, 
after losing Pta24bn in 1997, 
they are expected to be in 
the red again, despite a 
record order book. 

One yard, Barreras in 
Vigo, was sold to shipping 
companies and managers in 
December, but few others 
are close to breakeven. The 
big Puerto Real yard, in 
Cadiz, and the Astana yard, 
at Ferrol, in the northwest, 
which is limited to making 
offshore platforms, still Taco 
serious problems. 
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LABOUR RELATIONS ■ by Tom Bums 
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Javier Arenas 


Fear of renewed militancy Party's human face 
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Employers are 
concerned that 
the present 
harmony may be 
undermined 






The Mayday rally in Madrid 
at the beginning of last 
month Oiled the CEOE, the 
national employers' confed- 
eration. with foreboding. 
The call for a 35-hour week 
by the trade union leader- 
ship was not surprising. 

What rattled the employ- 
ers was that the limelight 
was stolen by Jose Borrell, 
the Socialist party candidate 
for prime minister in the 
next general election. 

Mr Borrell was the first 
party leader to attend a May- 
day rally since 1984, a year 
when the stringent budget- 
ary policies of the then 
Socialist government forced 
a divide between the party 
and the labour movement. 
Mr Borrell dodged questions 
on whether he endorsed the 
shorter working week, but 
he made clear he wanted to 
rebuild relations with the 
trade unions. 

As far as tbe employers 
are concerned Mr Borrell 
spells troubled: he is looked 
upon as a dtrigista radical. 
The tax clampdown on busi- 
ness that he sponsored in 
the 1980s. when be held 
senior jobs in the economy 
minis try, has not been for- 
gotten. 

They fear that the irrup- 
tion of Mr Borrell on to the 
political stage could under- 
mine corporate confidence 
and polarise the trade union 
leadership. Their concern is 
that this would upset the 
general harmony that has 
characterised industrial rela- 
tions since the employers’ 
confederation and the 
unions signed a far-reaching 
agreement a year ago to 
overhaul rigid labour market 
rules. 

The agreement was a 
trade-off in which the unions 
accepted lower redundancy 
costs while employers intro- 
duced more stable employ- 
ment in place of a vicious 
circle of rotating six month 
jobs. 

Antonio Gutierrez, leader 
of the Workers Commissions 



May march: Striking workers demon s tr at e is support of ofive growers 


called it “balanced, and 
based on mutual conces- 
sions”. CAn dido Menendez. 
head of UGT, the rival 
nationwide labour federa- 
tion. spoke of a “clear exam- 
ple of social consensus”. 

As a result considerable 
progress has been made in 
attacking Spain's unemploy- 
ment. which stands at an 
official level of 20 per cent of 
the workforce, making the 
country Europe's biggest job- 
less zone. 

Over the past 12 months 
nearly 900,000 new work con- 
tracts have been signed 


under which employees are 
hired for a four-year renew- 
able period and are subject 
to cheaper dismissal costs. 
In addition more than 
700,000 new jobs have been 
created. 

More importantly, the 
agreement was an 
open-ended pact that allowed 
for continued negotiations to 
remove rigidities in the 
labour market and so 
encourage more employ- 
ment 

“We avoid talking about a 
wholesale 'reform' of the 
labour laws because that 


invites controversy and 
tends to be forgotten as soon 
as the ink is dry on the 
agreement,” says Fernando 
Moreno Pinero, head of the 
industrial relations depart- 
ment at the CEOE. “We pre- 
fer the step-by-step approach 
that keeps both sides talking 
positively." 

The discussions bave 
reached a crucial stage in 
that they are focusing on 
part-time work contracts 
that are regarded as the key 
to making a quantum leap in 
job creation. Employers 
claim red tape and excessive 


FUNDS FROM THE EU • by David White 


The bounty 
that is 
Brussels 


Spain’s share of funds 

Structural funds 1 994-99 (projected total Eoulfflbn all 994 prices) 
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Tough arguments 
lie ahead as EU 
reforms of farm 
policy and 
regional aid loom 


People will remember 
driving around Spurn before 
it joined the European 
Union, if for no other reason 
than the lime it took. Now. 
dramatically improved roads 
and the high-speed railway 
connecting Madrid with the 
south have broken down the 
physical barriers isolating 
whole regions. They also 
provide the most obvious 
sign of the benefits Spain 
has derived from the inflow 
of funds in 1“ years of EU 
membership 

Spain current ly fouils the 
EU's hsi of net recipients, 
and by all accounts has 
made good use of the money. 
For Spanish industry' and 
agriculture the impact of 
membership has been so 
deep and diverse as to make 
it hard to draw up a balance 
of gains and losses, but the 
country has kept its head 
above water better than 
many feared in the run-up to 
accession. Spain's exports to 
EU partners, which in the 
early years of membership 
ran at around 75 per cent or 
what It imported from them, 
have progressively been 
gaining ground, to over 90 
per rent last year. 

However, the gap in 
income levels between Spain 
and the rest or the EU has 
narrowed only slowly - from 
about TV per rent of the aver- 
age when it joined in 19S6 to 
just under 75 per cent. The 
country still needs heavy 
spending on infrastructure 
to enable it to compete in 
the single currency zone, 
and die southern regions of 
Andalucia and Extremadura 
make up the EU's biggest 
unemployment blackspot, 
with ait official rate close to 
30 per cent Now, as tbe EU 
prepares to Incorporate 
much poorer countries in 
central Europe, the concept 
of solidarity which has 
underpinned Spain's early 
period of membership is set 


Tor radical change. 

Tough arguments loom as 
the EU tackles reform of 
both farm policy and 
regional aid. which currently 
take up around 80 per cent 
of the Brussels budget 

“1 see Spain as being capa- 
ble of fighting very hard for 
some its national interests” 
commented one veteran EU 
diplomat. Spain's worries 
focus on the treatment of 
Mediterranean agricultural 
products, tighter conditions 
for aid, and the overall bud- 
get veiling of 1.27 per cent of 
gross domestic product, 
which it argues should not 
be set in stone. 

The first crunch in the 
planned farm reforms is an 
interim plan for the olive 
sector, due to come into 
force in November. Olive oil 
is a Mediterranean product 
par excellence; Spain is the 
world's biggest producer or 
It; and it Is arguably the sin- 
gle sector that has gained 
most from membership so 
far. 

The prospect of a funda- 
mental change to the aid 
regime has made olive oil 
into a Spanish national 
cause since the first panic 
was aroused over 18 months 
ago. It has made Franz Fis- 
cbler. the Austrian farm 
commissioner, into some- 
thing of a public enemy 
south of the Pyrenees. 

From a European Commis- 
sion viewpoint, the current 
means of support a complex 
set of aids including pay- 
ment according to output is 
too complex, invites fraud 
and encourages growers to 
keep producing more and 
more. But the idea of switch- 
ing to a system of aid per 
tree is anathema to Spanish 
producers, whose arguments 
are backed by regional and 
central government authori- 
ties. 

They say the existing sys- 
tem has enabled them to 
modernise and improve qual- 
ity. and that huge swathes of 
olive groves would simply be 
abandoned if production aid 
were dropped. The issue has 
a big social dimension. 
About l-iQ.000 people are 
reckoned to work at least 
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part of the year in the busi- 
ness in Andalucia alone, and 
for many areas olives are the 
only viable crop. 

A two-year delay has been 
granted before the adoption 
of a definitive system, with a 
temporary arrangement 
introducing national quotas 
for the first time among the 
five EU producers - Spain. 
Italy. Greece. Portugal and 
France - instead of an over- 
all maximum. Spain's olive 
regions are up in arms 
because their proposed 
quota - based on output dur- 
ing a period when the coun- 
try was suffering from a pro- 
longed drought - is a third 
less than they produced last 
year. 

Spain's receipts of struc- 
tural grants are also in ques- 
tion. Its entitlement to the 
top category of regional 
funds, which currently cov- 
ers most of the country, 
stands to be reduced by a 
fifth as the Valencia region 
and possibly the northern 
region of Cantabria move 
above the qualifying thresh- 
old of 75 per cent of average 
income. 

More contentious are 
future handouts from the 
Cohesion Fund, set up to 
help the EU's four poorest 
countries in the run-up to 


the single currency, and an 
important source of finance 
for transport and environ- 
mental projects. 

Spain, the dominant bene- 
ficiary, has received 
Pta593bn from the fund so 
far. After vigorously reject- 
ing German arguments that 
countries in the euro zone 
shonld no longer be entitled 
to special aid. Spain is fight- 
ing proposals to peg the 
funds to strict fulfilment of 
economic “stability plan” 
objectives. 

Making dear its firm polit- 
ical commitment to the EU's 
eastwards enlargement, the 
government of Jose Marla 
Aznar has taken the position 
that it is ready to “pay its : 
share” but not foot the bill 
by giving up its own claims 
to financial support Officials 
say they accept that Spam's 
net receipts will fall, but 
argue that this should come 
from higher Spanish contri- 
butions rather than reduced 
entitlements. No progress is 
foreseen while Germany, the 
main EU paymaster, gears 
up for its general election in 
September, with that out of 
the way. they believe a deal 
could be made next spring. 

But the question for Spain 
is not so much whether the 
funds will run out, as when. 




social security burdens limit 
their ability to hire extra 
workers for limited periods; 
but the trade onion 
leadership remains suspi- 
cious of so-called junk 
jobs. 

At present. 8 per cent of 
the Spanish workforce is 
employed on a part-time 
bads. This is a considerable 
improvement on the 3 per 
emit level four years ago, but 
it is well short of the esti- 
mated 16 per cent average of 
total employment that this 
type of work represents in 
the EU. 

Unions are holding out for 
a deal that ensures part-time 
employees are hired for a 
minimum of 25 per cent of a 
working week, while the 
CEOE is seeking a mare flex- 
ible arrangement In order to 
encourage an agreement the 
government has hinted it 
could reduce payroll taxes 
for those hired on a 
part-time b asis . 

In principle, the elements 
are in place for a balanced 
pact between the employers' 
confederation and trade 
unions over part-time work 
similar to the job stability/ 
job flexibility trade-off 
signed last year. 

Under that deal the unions 
ensured employers paid 
social security contributions 
for their part-time staff 
according to the hours they 
worked, and employers 
secured agreement that tem- 
porary work contracts, 
linked to specific production 
processes, would not be a 
stepping stone to a perma- 
nent job. 

The search for continued 
consensus could, however, 
be imperilled if employer- 
union relations become 
politicised, and this is what 
some business leaders fear, 
following Mr BorreU's high- 
ly-profiled curtain call at the 
Mayday rally. 

The employer’s confedera- 
tion is, for example, pre- 
pared to discuss a 35-hour 
week linked to productivity 
agreements on a case by 
case basis. It argues that 
working hours have been 
reduced time and again 
since it began negotiating 
collective bargaining agree- 
ments with the unions 18 
years ago, to the point where 


Prime minister Jos# Maria 
Aznar’s spin doctors keep 
tailing him home truths 
that are regularly borne 
out by opinion polls. Tbe 
ruling Popular party's 
economic policies have 
generated prosperity in the 
past two years and the 
government has adopted a 
step-by-step approach to 
ftmcwnp i policy making. 

But despite this the 
members of Mr Aznar’s 
team are still regarded as 
representatives of a 
privileged class that is 
insensitive to the underdog 
and lacks true democratic 
allegiances. 

Opinion polls obstinately 
refuse to give Mr Aznar a 
high approval rating and 
suggest bis Popular party 
is neck-an d-neck with the 
opposition Socialists. 

Tbe challenge presented 
by the public's perception 
of the government is why 
Javier Arenas. 40, the 
minister of employment, is 
a key cabinet membra 1 , as 
well as its youngest He is 
the human face of a 
government that critics 
view as dangeronsly 
beholden to the free market 
and neo-liberal theories. 

He has, for Instance, 
maintained, indeed 
increased, subsidies for 
agricultural workers who 
are seasonally unemployed, 
and he hac itw-macort 
spending for tbe aged. 

In the seminal year of 
1977 when the first post 
post-Franco elections were 
staged, Mr Arenas, a law 
student in Seville 
university, was leader of 
the youth wing of the 
centrist UCD party that 


steered Spain towards 
democracy. 

Mr Aznar, four years his 
senior, entered politics in 
1979 when he joined 
Alianza Popular, a 
staunchly conservative 

party that under his 

leadership 10 years later 
was to co-opt members of 
the by then defunct UCD to 
the re-named Popular 
party. Mr Arenas was 

among them. 

The only truly popular 
members of the cabinet are 
Mr Arenas and Jaime 
Mayor Orqja, the interior 
minister and likewise a 

former UCD member. Both, 
significantly, belong to the 
Christian Democrat wing of 
the Popular party 

Mr Mayor Oreja wins 
plaudits because he is 
steady, firm and sensible in 
his dffa | j»Tp : with Basque 
separatist violence. Mr 
Arenas, the more extrovert 
and populist of the two, is 
TjiroH because he distances 
himself from a government 
that critics view as 
practising exclusion 
politics. 

The charm and quick-fire 
or a t o ry that Mr Arenas 
displays are trademarks of 
politicians who come from 
Andal ucia, the southern 
swathe of Spain and the 
home region of former 
prime minister Felipe 
Gonzalez. 

The social concerns that 
Mr Arenas has tuned into 
priority issues for the 
employment minis try are 
the result of a long 
involvement in local 
Andalucia politics. 

Andalucia Is in the 
bottom half of Spain's 


regional incomes table. It 
became a socialist fiefdom 
during Mr GonzAlcz’s years 
to office, and Mr Arenas, 
who is the only southerner 
in the Popular party 
cabinet, knows very well 
that voters there are 
unmo ved by privatisations 
and deregulation, by a 
booming stock exchange 

and the advent of a 
shareholder society. 

The liberal wing of the 
popular party is impatient 
with the welfare politics 

that Mr Arenas stubbornly 

promotes but it concedes be 
plays a vital role in the 
party's catch-all electoral 
strategy. 

After a recent 
post-cabinet meeting press 
conference, Rodrigo Rato, 
the deputy premier and 
economy minister, 
explained new 
fiscal-friendly guidelines 
for venture capital 
companies, but it was Mr 
Arenas who stole the 
headlines the next day with 
his plans to step up 
subsidised holidays for 
pensioners. 

Mr Arenas revived the 
Popular party's fortunes in 
Andalucia and he 
conscientiously nurses his 
constituency, the most 
populous in Spain, in order 
to breakdown its strong 
Socialist majority. 

If Mr Aznar wins a 
second term with an 
increased majority he will 
have to thank the votes 
that Mr Arenas delivers 
from migrant workers in 
Andalucia and from a 
grateful, ageing population. 


Tom Bums 


the working week for the 
fully employed is already 
37.2 hoars, marginally below 
that of tiie European aver- 
age. 

But business is concerned 
that anions could turn 
against a flexible framework 
if Mr Borrell takes a leaf 
from the French socialist 
book and turns the 35-hour 
week into a oampaign issue 
to rally voters behind him in 
the next general election. 


Experience, moreover, sug- 
gests expansive economic 
cycles spur union militancy. 
In December 1988 the gross 
domestic product was grow- 
ing at more than 5 per cent 
for the second successive 
year and the unemployment 
rate was coming down 
sharply. Unions then 
mounted a crippling general 
strike against apprenticeship 
contracts planned by the 
then Socialist government 
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At issue is whether the 
unions will continue to abide 
by the present guidelines of 
wage moderation and tbe 
relaxation of labour market 
rigidities that have ensured 
economic growth and more 
jobs; or whether they will 
demand public spending on 
employment and the redistri- 
bution of the work available, 
through legislation such as 
the 35-hour week and over- 
time bans. 
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SPAIN 5 


TQIWISM ■ by Tom Bums 
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Industry del sol 


The sector is the 
country's biggest 
money earner, and 
that looks set to 
continue 


For more t han so years tourism 
has been laying the golden 
of Spain's national prosperity 
But only recently have the 
authorities started to pay due 
care and attention to the hen 
coop. 

Tourism, which accounts fbr 
1.1m jobs, !LS per cent the total 
employed labour force, is finally 
being treated as a key economic 
sector, and its prospects - look 
sunnier than ever in the new 
euro environment 

At the end of last year the gov- 
ernment sponsored a high-profile 
national tourism congress 
attended by all involved in the 
industry, and the first of its kind 
since the 1970s. 

The main outcome was a 23- 
point plan adopted by the govern- 
ment, covering tax incentives, 
soft credits, quality controls, pro- 
motion and other pledges to 
ensure tourism's continued 
well-being. 

“Spain became the preferred 
location when a growing number 
of Europeans began to take holi- 
days abroad. It is stOl the favour- 
ite and it will continue to be so,” 
says Natalia Rodriguez Salmones, 
director of the government's 
Tourism Studies Institute. 

Her findings point to an 
expanding base of European tour- 
ists and growing demand for 
Spanish holidays thanks to a 
high satisfaction ratio that has 
engendered continued client loy- 
alty. 

Although some in the industry 
believe the euro could have a 
negative impact on inward tour- 
ism, because it will eliminate a 
price advantage based on 
exchange rates, Ms Rodriguez 
Salmones is convinced the com- 
mon currency will be “wholly 
positive”. She argues that the 
euro will consolidate Spain's 
position as the EITs familiar val- 
ue-for-money holiday destination. 

Driven by this sanguine view, 
the Tourism Institute has become 
a important element in the new 
professional approach to the. 
industry. 

It has entered Its- third year as 
a centre collecting data about 
tourism. It looks at who came as 


a tourist, why did they chose to 
come, where did they go to, and 
what did they think of it when 
they left It reports directly to a 
secretary erf state in the economy 
ministry, and shares premises in 
Madrid with other units of Tures- 
pafia, the umbrella organisation 
for the administration’s tourism 
drive. 

Turespafia's new headquarters 
look like the home of a ti ght ly 
managed division of a large mul- 
tinational, which is at it should 
be because the department over 1 
sees an industry that has 
become, by for, the biggest gener- 
ator of earnings fra: Spain thc. 

Net receipts from tourism rose 
year-on-year in 1997 by 182 per 
cent to Ptaa262bn, contributing 
10-6 per cent to gross domestic 
product This offset a 4 per cent 
growth in the trade gap and 
enabled Spain to hike its current 
account surplus by 70 per cent to 
Pta380.8bn. 

In 1996 Spain overtook France 
to rank behind the US in terms of 
tourism eammgc and, with 43.4m 
tourists last year, 7 per cent up 
on 1996, it is behind only France 
and the US in the number of visi- 
tor arrivals. Further growth, is 
forecast thte year. 

The main part of Mis Rodriguez 
Salmones' job at the Tourism 
Institute is to monitor such sta- 
tistics, and it is a task that has 
become increasingly more com- 
plex. 

Calculating the total number of 
tourists at one time ‘involved sim- 
ply adding up arrivals recorded 
by the police at ports, land fron- 
tiers and airports. 

But the 1993 Schengen agree- 
ments which abolished fixed bor- 
der controls for signatory states 
of the European Union has forced 
the institute to conduct manual 
counts and sample surveys to 
produce the required figures. 

Similarly, the onset of the euro 
and the end, in 2002. to most for- 
eign currency transactions will 
result in additional fieldwork and 
exit questionnaires to find out 
how much non-Spanish tourists 
spend while they are an holiday. 

The statistical challenge that 
confronted the institute as a 
result of European integration 
has provided a unintended bonus 
for Spain's tourism authorities. 

They now know much more 
about a sector that is by its very 
nature segmented, and they can 
track changing tourist trends. 
The private sector has also 
directly benefited. Big domestic 


tourism businesses, such as the 
Sol Melfo hotel group and Port 
Aventura, a large theme park 
south of Barcelona, have been 
among the first to make regular 
use Of Bfo Rodriguez KaTmnppfi ' 
data base. 

As to the future, there are four 
main areas that are concentrat- 
ing the minds of the authorities 
and the private sector. 

One reflects the success of the 
Port Aventura complex and con- 
cerns the need for more value 
added projects in the main tour- 
ism areas. Valencia's regional 
government has provided ven- 
ture capita] for a theme park 
~ near Beni dorm, and similar sites 
are planned elsewhere. 

At the other end of the scale in 
visitor tastes there is consider- 
able interest in building up the 
tourism profile of Spain’s historic 
cities to tap the market that 
Prague, for example, has so ably 
exploited. 

A third potential market con- 
cerns what mainline hotel own- 
ers on the Costa resorts call 
desestaaonalizar, that is ending 
their dependence on family holi- 
days in the hi gh summer season 
by attrac ti ng pensioners on low- 
cost winter breaks. 

In February some hotels in 
Bemdorm recorded a 90 per cent 
occupancy rate, with a high pro- 
portion of foreign guests. This 
was thanks to retired people, 
man; of whom arrived on pack- 
age tours sponsored by their 
local authorities. Calvika, in Mai - 
lorca, once a haunt of lager louts, 
is pulling down its cheaper hotels 
and re-inventing itself as a sedate 
centre fra- the elderly. 

A fourth market is not strictly 
a tourism venture, but it is very 
much the consequence of the 
tana of miTiinrtfl who have visited 
Spain since the 1960s. 

Some of those tourists are now 
permanent foreign residents in 
Spain and this retirement market 
is forecast to grow steadily. Per 
Svensson, the founder and presi- 
dent of the Institute of Foreign 
Property Owners, based in the 
southeast town of Altea. has 
20,000 members on his books and 
believes lm foreigners own prop- 
erty In Spain. 

“Foreigners are rushing in to 
buy homes in Spain.” says Mr 
Svensson. “Monetary union is 
going to have an extraordinary 
impact on Spain as a retirement 
market" Spain's tourism hen is 
probably about to be hatch its 
most valuable golden egg. 
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TRANSPORT • by Tom Bums 


All aboard the fast track 


Policy shift puts 
more emphasis 
on private sector 
participation in 
projects 

Felipe Gonz&lez ensured 
when he was prime minister 
that a high speed train 
linked Madrid with his home 
town of Seville, the capital of 
southern Spain. His succes- 
sor Jose Maria Aznar plans a 
fast rail service between 
Madrid and the northern 
city of Valladolid, capital of 
the Castilla Le6n region and 
his provincial power base. In 
terms of major transport pol- 
icies that is where the simi- 
larities end between the two 
politicians. 

Towards the end of bis 
nearly 14-year term in office, 
Mr GonzAlez tentatively 
V began to seek private sector 
Z' fttianniwg for the ambitious 
infrastructure plans drawn 
np by his Socialist govern- 
ment Mr Aznar. when he 
gained power in 1996, made 
it clear he wanted a partner- 
ship with the private sector 
in order to maintain the 
road and rail building 
momentum. 

The policy shift that took 
place under the centre-right 
government owed as much 
to Mr Aznaris belief in the 
markets as It did to the pres- 
sures of meeting the deficit 
criteria that .would enable 
Spain to join the start-up of 
the European single cur- 
rency. Either the private sec- 
tor picked up the transport 
burden that the state budget 

f could no longer cany or the 

infrastructure programme 

would grind to a halt 
Private finance is no new- 
comer to Spain's road infra- 
structure but it had been 
held at arms length since the 
1960s, a period when General 
Franco's administration 
tapped the markets for a suc- 
cession of toll motorways 
that were chiefly concen- 
trated in the Basque Coun- 
try and Catalonia. When the 
domestic economy began to 
expand in the mid- 1980s >Mr . 
Gonzdlez’s ruling Socialist 
party judged the toll system 
to be politically incorrect 
and opted instead for a net- 
work of publicly financed, 
and free, dual carriageways- 
A One of the early pragmatic 
“moves by Mr Aznar’s centre- 
right government was to 
renew the administration's 
relationship with the motor- 



FastraB service Bnfcs Madrid with Seville 


way companies. It prepared 
a package of measures that 
included extensions to their 
toll concessions, permits 
that let them diversify into 
the service station business, 
and tenders for Improved 
approaches to the motor- 
ways that they operated. 

The sweeteners were fol- 
lowed by the announcement 
that 10 new toll motorways 
would be built, comprising a 
total of 441.5kms (275.9 
miles) with an overall bud- 
get of Pta256bn. This initia- 
tive is important because it 
demonstrates the govern- 
ment is serious about infra 1 
structure partnerships with 
the private sector. The new 
toll motorways are planned 
as alternatives to existing 
dual carriageways that have 
become highly congested, 
and four of tiie 10 are located 
on fi» outskirts of Madrid to 
permit feet exits through the 
city's suburbs. 

Essentially the govern- 
ment is seeking a balance 
between the free highways 
of 1980s road network and 
the expensive toll motor- 
ways. One of the most eye- 
catching features of the plan 
is that tolls on the new 
motorways will be substan- 
tially lower than those on 
the existing ones. 

Only one of the 10 motor- 
ways — a link between the 
south eastern cities of Ali- 
cante and Cartagena bud- 
geted atPtaSObn - has so far 
been tendered, and Interest 
is reportedly high for all the 
projects. The Madrid office 
of the international eco- 
nomic consultants Nera, • 
which has advised the gov- 
ernment on public policy 
freww;, believes there will be 
Httie difficulty in attracting, 
bidders to other high-density 


road transport zones should 
the government wish to 
extend its toll motorway ini- 
tiative. 

The bulk of private financ- 
ing in road infrastructure 
will nevertheless be directed 
towards the conventional 
dual carriageway system. 
The Aznar government has 
maintained the investment 
momentum for transport 
infrast ru c tur e of the Gonz- 
alez years - the development 
ministry’s 1998 bndget for 
road and rail projects runs 
to of Ptal.OOObn - but it 
intends to pay fbr it under a 
deferral mechanism that is 
called the “German" modeL 

The model calls upon the 
private sector, led by the 
construction companies, to 
build and wholly finance 
new road projects which are 
then sold to the government 
when completed. Payment, 
under this financing method, 
may be spread over 10 years. 

Ihe obvious appeal for pol- 
iticians of the “German” 
model is that it delays the 
impact of high spending on 
public deficits. It was there- 
fore tailored-made for gov- 
ernments like Mr Aznaris 
which had to cut drastically 
the budget shortfall in order 
bring the peseta in line with 
the single European cur- 
rency criteria. 

The additional advantage 
Of nw plwnwmrig this financ- 
ing tool was that it neatly 
dovetailed with the strategy 
of the free marketeers on Mr 
Aznar’s team by opening the 
door to the private sector. 
The development ministry 
raised a total of Ptal22.4bn 
last year using the “Ger- 
man”' model to finance . 12 
stretches of dual carriage-, 
ways. that ware under con- 
struction. Tenders worth: 


Pta527bn for a farther two 
stretches on a costly coastal 
highway that is being bunt 
in the northern Asturias 
region were issued in March. 

Everything suggests the 
government has succeeded 
in laying down the basis for 
a fruitful partnership with 
the private sector over road 
building. Rail transport rep- 
resents a parallel challenge 
and the indication is that 
similar guid elines will be fol- 
lowed. 

A first step in this direc- 
tion has been the creation of 
a new government agency 
called Ente Gestor de 
I nfra estructuras Ferrovlarias 
(GIF) that is responsible for 
managing the construction 
of major railway develop- 
ments and will also act as 

the vehicle for riiannplling 

private finance into such 
projects. 

ITte first venture to come 
within the GIF orbit Is the 
ambitious high speed train 
link that will link Madrid 
with Barcelona and the 
French frontier by 2004. The 
agency is also likely to be' 
responsible for the new rail- 
way joining Madrid with 
Valladolid, the city that 
launched Mr Aznar into 
nati on al politics. 

Mr Aznar may well be 
remembered by the public 
for the Valladolid link, 
which wiD involve complex 
tunnelling through the 
mountains of central Spain, 
just as Mr Gonz&lez is identi- 
fied with the high speed 
train to Seville that is now 
making a strong operating 
profit. The markets are more 
likely to view the new Valla- 
dolid railway , and also the 
Barcelona one, as milestones 
in the policy switch towards 
the private sector. 
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CULTURE • by Tom Burns 


A hard lesson in history 


Attempt to push 
through 
Humanities bill 
proves major 
political headache 


Jose Maria Aznar has found 
to his cost that well meant 
cultural and educational ini- 
tiatives can create more 
political headaches than a 
battery of restrictive eco- 
nomic measures. 

Catalan and Basque 

nationalists in parliament 

have stood Qrm behind Mr 

Aznar' s minority govern- 
ment over the past two years 
as it introduced crunching 
budgets in order to bring 
down the public deficit. But 
they balked when Esperanza 
Aguirre, the education and 
culture min ister, introduced 
legislation that sought to 
establish standards on how 
history is taught. 

A 30-member committee, 
formed by regional authori- 
ties and academics, is cur- 
rently attempting to redress 
the humiliation wrought on 
the centre-right government 
m December when a Human- 
ities bill drafted by Ms 
Aguirre was rejected by 180 
to 151 in congress. The vote 
marks the government's sole 


major set back to date, and 
the committee is due to 
report by the end of this 
month on amendments that- 
will permit the bill's safe 
passage through parliament. 

The re-drafting process 
could prove as contentious 
as the original bill. Some 
fear it will be a climbdown, 
and defeat the original pur- 
pose of creating a common 
curriculum for Spanish 
school children. 

“It will be very flabby and 
utterly non-controversial 
report," said a Madrid offi- 
cial who monitors the com- 
mittee's meetings. Allegedly 
it will say that it is difficult 
to pinpoint what the study 
of Humanities - a term used 
to embrace geography, Span- 
ish literature and language 
as well as history - actually 
is, although it will stress it 
is important such subjects 
should be taught 

In cumbersome language, 
the Humanities bill sets out 
one of its principal objec- 
tives to be. - “An understand- 
ing and evaluation [on the 
part of students] of the uni- 
tary character of Spain’s his- 
torical development in all its 
linguistic and cultural diver- 
sity." The inclusion of the 
term “unitary" touched a 
raw nerve among the nation- 
alists six months ago and 


the committee will in all 
likelihood recommend that it 
be withdrawn from the bill. 

The genesis of the ill-fated 
Humanities legislation was 
the discovery, by Ms Aguirre 
and her advisers in the edu- 
cation ministry, that pupils 
could leave high school with- 
out any notion of an histori- 
cal figure such as P hilli p n, 
the monarch who ruled over 
a 16 th Spanish empire on 
which the sun never set. 

In areas where regional 
governments have responsi- 
bility far educational policy 
- particularly in the Basque 
Country and in Catalonia - 

there was growing concern 

in Madrid that teachers 
focused almost exclusively 
on local history and put a 
pronounced nationalist spin 
on past events. 

By ensuring the mainte- 
nance of high educational 
standards through a com- 
mon curriculum, Ms 
Aguirre's initiative sought to 
build upon legislation, intro- 
duced by the previous 
Socialist government, that 
extended the school leaving 
age to 16. 

In order to fill the H uman - 
ities bill with content, a 
team of university and high 
school teachers, picked by 
the ministry, drew up 
detailed lists of headings 


that covered the main 
themes of Spain’s history as 
well as its geography and lit- 
erature. 

What fueDed the blanket 
rejection by Basque and Cat- 
alan nationalists of the bill 
was a complex dispate about 
what history should be 
taught and how students 
should learn it. 

Nationalists view the cre- 
ation of a modern nation 
state as a process that 
eroded earlier local liberties 
that they want to resurrect 
within a loose federalist 

framework. 

The bill in fact succeeded 
in reviving the long-standing 
“what is Spain?" debate that 
has In the past passionately 
engaged the country's intel- 
lectuals. 

By doing so it starkly 
brought lace to face two 
opposing political sensibili- 
ties 

The politically correct 
agenda in the nationalist 
camp views Spain as a “plu- 
rinationaT state, and it 
therefore backs the narrow 
focus of educational guide- 
lines set by its local educa- 
tion authorities. The expan- 
sion of Catalonia's 
Mediterranean trading 
empire, for example, in the 
early middle ages takes pre- 
cedence in some Catalan 


schools over the colonisation 
of Latin America which was 
lead by Castilian conquista- 
dors. 

The ensuing debate had 
academics weighing In with 
lengthy newspaper articles, 
most of which supported Ms 
Aguirre's view that a “core" 
curriculum shared by all 
Spanish school childr en was 
desirable. 

“In their bid to cut the his- 
torical cloth in a way that 
suits th em , certain national- 
ist politicians risk leaving 
generations of students 
naked." wrote Gabriel Tar- 

tella, a distingnkhwl profes- 
sor of economic history. 

But the politic ians won 
the day against Ms Aguirre 
and the bulk of educational 
establishment. To the gov- 
ernment’s acute embarrass- 
ment, the nationalist mem- 
bers of congress, 
spearheaded opposition to 
the legislation and then 
gained the support of the 
Socialist party in order to 
defeat the bUL In what Ms 
Aguirre termed a cynical act 
of “political opportunism'', 
the Socialists first backed 
the curriculum initiative in 
its first reading and subse- 
quently voted against it to 
bring about the govern- 
ment’s humiliation. 

Ms Aguirre said those who 
had voted against her pro- 
posals has scored a "pyrrhic 
victory” because she was 
determined to Introduce 
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Catalan prida: Barcelona's i 


was a lesson for Madrid this season 


them. Mr Aznar. whose chief 
priority is a parliamentary 
majority to support his bud- 
getary policies, vainly 
appealed for consensus say- 
ing: “Reason common 
sense must prevail. ” 

He approved the appoint- 
ment of the committee to 
advise on the re-drafting of 
the vexed bill but be must 
have heartily wished the 
Pandora's box of historidsm 
had never been opened. 
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Award of third 
cellphone licence 
upsets 
deregulation 
apple cart 

Until very recently the 
deregulation of Spam's Tele- 
fdnica-domlnated telecom- 
munications sector looked 
likp a case study for intelli- 
gent public policymaking. 
The government appeared to 
have created a level playing 
field that fostered competi- 
tion among the big global 
groups and thereby bene- 
fited consumers. 

In a matter of weeks the 
plan has gone awry. The 
award of a third cellular 
phone licence this month 
was intended to put the seal 
on an exemplary liberalisa- 
tion process, but it has 
become a nightmare decision 
for the regulator. 

The complexity of the 
issue underlines several 
themes, some of which sue 
common to the telecoms 
industry and others that are 
specific to Spain. On the one 
hand, there is the industry’s 
giddy technological develop- 
ment and chang in g partner- 
ships of its main players. On 
the other, there is the 
extraordinary attraction of 


None of this would have 
occurred had BT ma i n t aine d 
a strategic alliance that it 
forged with Telefonica a 
year ago when it drew the 
dominant domestic operator 
into its Concert alliance with 
MCI of the US. The Concert 
venture collapsed when MCI 
joined forces with its fellow 
US operator WorldCom, and 
Telefonica, distancing itself 
from BT. opted to ally with 
WorldCom-MCI in March. 
The UK group, freed from 
any tie-ups in Spain, conse- 
quently set its sights on Alr- 
teL 

In Airtel, BT is partnering 
AirTouch, a pure cellphone 
US operator. They both view 
the Spanish company as an 
ideal vehicle for developing 
the telecoms business of the 
future, and they share the 
belief that fixed and mobile 
networks will converge by 
focusing an internet proto- 
cols. Through an agreement 
with minority shareholders, 
BT and AirTouch have 
gained effective control of 
Airtel and fended off the 
assault that Telecom Italia 
planned on the mobile opera- 
tor in order to bring it under 
Retevisidn’s umbrella. 

The unfurling tale of who 
allied to whom in Spanish 
telecomm nnications has 
thus brought to the forefront 
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the Spanish telecoms market, both the transient nature of 
where the potential for international joint ventures 




growth is in inverse propor- 
tion to the development of 
properly structured and sta- 
ble domestic capital 

Seen from the govern- 
ment's point of view, the 
present imbroglio is the 
direct consequence of a sur- 
prise shareholder alliance 
that was unveiled in April at 
Airtel. the second mobile 
operator that in 1995 began 
competing with the mobile 
network set up by Telefon- 
ica, and which currently 
controls 28 per cent of 
Spain’s cellphone market 

Ironically, the alliance was 
masterminded by British 
Telecommunications which 
had helped launch Airtel as 
a minority shareholder but 
was willing to exit from the 
company last year because it 
had entered into a partner- 
ship with Telefonica. 

BTs decision to remain in 
Airtel and increase its stake 
in the mobile company 
derailed a carefully-crafted 
strategy that would have 
accommodated the ambi- 
tions of Telecom Italia and 
France Telecom to be global 
operators in the Spanish 
market. 

According to the strategy, 
Telecom Italia, which 
launched Rete vision, the sec- 
ond fixed operator, earlier 
this year, was to have 
become Alrtel's reference 
shareholder. France Tele- 
com’s entry into the Spanish 
market commenced last 
month when it was the sole 
bidder for the third fixed 
telephone licence planned 
under 'the deregulation pro- 
gramme, and It would have 
been completed with the 
award of the third cellphone 
licence this month 

BTs preemptive strike in 
Airtel has placed the govern- 
ment in the highly embar- 
rassing situation of having 
to cut short the ambitions of 
either Telecom Italia or 
France Telecom. They are 
both battling head-on for the 
sole remaining mobile 
licence in order to provide a 
full global service in Spain 
but one of the two will be 
denied a cellphone network. 

There is likely to be 
intense political lobbying on 
behalf of France Telecom 
but the government has a 
specific interest in Retevi- 
si6n. for ft holds a 30 per 
cent stake which it plans to 
sell later this year. If Tele- 
com Italia falls to gain the 
mobile licence, the disposal 
of Rete vision could be com- 
plicated. 


and the industry’s changing 
priorities. 

The fact Spain has gener- 
ated such excitement reflects 
the potential of the domestic 
market. Telefonica, which 
for so long has had Spain’s 
telecoms sector to itself, reg- 
ularly reports double digit € 
earnings growth and it has 
used its strong Spanish base 
as a springboard for expan- 
sion in Latin America where 
it has become the region's 
biggest foreign operator. 

Growth has been espe- 
cially strong in new busi- 
nesses. In less than four 
years the mobile operators - 
Telefonica and Airtel - have 
attracted 4m customers. This 
client base is expected to 
have doubled by 2000 and to 
stand at 12m In 2002. BT Tel, 
a data transmission business 
that the UK group set up in 
Spain in 1993, saw its busi- 
ness rise by 38 per cent last < 
year, a period BT considered £ 
stagnant because it was then 
locked in conversation with 
Telefdnica and did not wish 
to be considered aggressive 
by its prospective Spanish 
partner. 

Given such prospects, it is 
small wonder BT should 
have swooped on Airtel. 
Telecom Italia should have 
launched Retevisidn, and 
France Telecom should be 
fi g h ting , as a late entrant, to 
break into the market No 
other area of the Spanish 
economy has attracted such 
interest and inward invest- 
ment 

From the very beginning 
of its deregulation pro- 
gramme for the telecoms sec- 
tor. the government was con- ^ ., 
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fident its liberalising poUcies’.w* ■; ’* 

would attract the ran in Euro- ■ , 
pean players. What it. failed * 
to foresee was the changing 
shareholder structure at Air- \\ 1 
tel, the first genuine compel- V 1 v 
itor to take on Telefonica'S v 

dominance, and the conse- vVjj 

quent conflict that has 'I'y, 

emerged over the award of i\., 

the third mobile licence. v 

The muddle would have ^ 
been avoided had the foreign 
operators entering the ' N 

deregulated market been 
accompanied by stable and 
significant domestic part- \ W 
nets, both industrial and 
financial. BT and AirToucb 
stole a march on Ratevisidn 
when they brought minority k 
Spanish shareholders behind 
them in AirteL But nettber|£ji jj 
operator can feel at ease «>H| S3] 
over the mid-term with the |||° a 

Support Of EKfignttally specu- 7% -jj 
Jative investors. 
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